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EXECUTIVE SUMMARY

During the period 5-26 August 2000, a team organized by the Agricultura Biotechnology
Support Project (ABSP) and the Ingdtitute of Food and Agricultura Standards (IFAS) a Michigan
State Univerdty (MSU) undertook an exploratory reconnaissance of the food and agriculturd
sector of the economy of Kenya, with the am of identifying the impacts of grades and standards
on the sector. During the period of the misson, the team gathered information from 31 growers,
four transporters, eight processors, 11 researchers, four non-governmerta organizations, and
nine government officids. The team dso conducted a specidly organized technica workshop on
fruit and vegetable sandards and gradesin Kenya

After a brief overview of the agrifood sector as a whole, and discusson with key informants
concerning Sgnificant issues relating to grades and standards, the team decided to focus its
atention on the fruit and vegetable subsectors. In alocating its time and resources, the team
atempted to follow severd of the mgor fruit and vegetable commodities from the fidd of
production through the channds of processng and didribution on to the points of sde to find
users.  This helped us to understand the multiple perspectives, on topics and issues concerning
grades and standards, existing among the groups comprising the agrifood system.

Conclusions

Our exploratory reconnaissance led us to the following conclusions.

1. The fruit and vegetable subsectors in Kenya are best visualized as composed of severd drata
with semi-permeable boundaries between the drata  The drata are arranged hierarchicdly in
terms of drictness of grading and find price.  Find prices for fruits and vegetables result both
from this dtratified structure and from market forces.

2. Although the drata are semi-permeable in the sense that both people and produce move back
and forth between adjacent drata, it was not evident that stronger standards and dtricter grades
are trickling down the hierarchy.

3. The fruit and vegetable subsectors in Kenya are highly commoditized, and the language of
dandards and grades frames most of the developments and transactions in those indudries. At
the same time, there exig many gStuaions where asymmetries of information enable downstream
actors to benefit their own interests at the expense of the interests of upstream actors.

4. Although much atention has been paid to the ggnificance of the pinegpple industry, we fed
that it is a case sui generis. The overwheming dominance of one large verticdly integrated
transnationd firm has no current or emerging andogues in any other fruit or vegetable
commodities.

Recommendations

The primary recommendations that emerge from this exploratory reconnaissance are (See section

gx for afull discussion):

1. Promote farmers accessto market information to prevent exploitation of farmers by traders;

2. Encourage transaction volumes large enough to reduce transaction costs  This can be
achieved by promoting trade with groups of farmers rather than individuds;
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3. Engage in activities to promote competition among traders to prevent monopsony control
over the contracted crop;

In paticular, areas in which activities by government and donor agencies would likdy be
effective are:

Hold a sakeholders forum, to review and recommend mandates and respongbilities
according to areas of specidization. The forum should be organized in such a manner as
to enable the reevant centrd Government and <atutory and/or regulatory bodies to
participate actively.

Devdop sudandble dissamingtion moddities to communicate pertinent  information
widely to stakeholders.

Tran and/or retran daff to implement these more focused and darified mandates and
responghilities.

Support the relevant inditutions to further develop their personnd and equipment
capacity.

Strengthen and empower the regulatory capacity to monitor and enforce issues of grades
and standards, including goods and services, through incentives and disincentives by way
of palicy, laws, regulations, bylaws and guiddines.
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IMPACTS OF STANDARDS ON THE FOOD SECTOR OF KENYA

Report of the Misson Organized By
The Indtitute of Food and Agricultura Standards & Michigan State University
5-26 August 2000

1. Introduction

In response to a request from the Globa Office and the Africa Bureau of the United
States Agency for Internationd  Development (USAID), the Agriculturd
Biotechnology Support Project (ABSP) and the Inditute for Food and Agricultura
Sandards (IFAS) a Michigan State Univergty organized a misson to conduct an
exploratory reconnaissance of the current Stuation of grades and standards in the
agrifood sector of the economy of Kenya The team for the misson conssted of eight
persons.

Craig K. Harris, Sociology of Food and Agriculture

P. Vincent Hegarty, Food Laws and Regulations

Mylene Kheralah, Agricultural Development Economics
Chrigtopher B. Mukindia, Agronomy and Marketing Extenson
Jane M. B. Ngige, Agrifood Systems Biology

VirginiaW. Kimani, Toxicology and Pest Management

Petricia Aust Sterns, Agrifood System Economics

Jordan B. Tatter, Fruit and Vegetable Storage and Transportation

Detalls about the members of the team are shown in Appendix A. While al members
of the team contributed fairly equdly to the work of the misson, it is worth noting
that Jane Ngige was primarily responsible for loca arrangements, and Patricia Sterns
was the lead author of this report.

The team assembled in Nairobi on 7 August 2000. In addition to the thoughts of the
vaious team members concerning the organization of the misson, the team dso
received extendve and ussful guidance from the agriculturd officers a the Kenya
Country Misson of USAID and a the East Africa Regiond Development Support
Office (REDSO) of USAID. On the basis of these suggestions, the team organized a
plan of work for the misson. The team conddered the different kinds of grades and
gandards issues currently of concern with milk and dairy products, in the meat sector,
in cash gran markets, and in the fruit and vegetable indudtries. It was our sense that
the dandards problems in the dary industry were dready receiving dgnificant
attention, and that the standards problems in the meat and cash grain subsectors were
not yet formulated and thus would be difficult to address with a brief reconnaissance.

Thus we chose to focus on sandards and grading issues in the fruit and vegetable
subsectors
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During the next 25 weeks the team met with a variety of persons involved with
gandards and grades in the fruit and vegetable subsectors, including:

31 growers

Four transporters

Eight processors (five for the export market, six for the domestic market)
11 university and government researchers

Four leaders of non-governmenta organizations (NGO's)

Nine government officids (e.g., Standards, Agriculturd Research)

In addition, the team conducted a speciadly organized workshop on the role of

dandards in the agrifood system in Kenya (see Appendix E). A complete ligt of the
persons interviewed and consulted by the team is contained in Appendix B.

2. The Role of Standards, Grades, L aws and Regulationsin the Agrifood System

In the perspective of laisse~fare liberdism, food laws and regulaions must
accomplish certain functions in order to assure the effective functioning of markets.
These functions include:
- Protect public hedlth

Convey information to consumers

Protect againgt fraud

Assurefar trade practices

Protect the environment where the food is consumed
In the perspective of wdfare date liberdism, food laws and regulations may seek to
accomplish certain additiona functions, including:

Protect the environment where the food is produced

Assure acceptable working conditions for labor (e.g., fair compensation)

Assure acceptable conditions of production (e.g., animd welfare)

Assure equitable relations of production and exchange (e.g., cooperatives)
Each of the above applies to some extent to the fruit and vegetable industry in Kenya
with respect to both domestic consumption and export markets.

Food laws in Kenya are edablished as Acts of Paliament. Different ministries
enforce food laws and regulations. Kenya has a number of food safety and control
lawvs with implications for the fruit and vegetable industry. Mrs. Margaret Aleke,
Senior Standards Officer, Kenya Bureau of Standards outlined these laws a the
Sandards and Grades in Horticulture Technical Workshop, Naro Moru, August 15-
17, 2000,. In summary, these laws provide assurance that:

The agriculturd inputs are safe

Control mechanisns arein place

Food consumed is produced and handled in a hygienic manner

Standards are available

The consumer is protected from health hazards.

AN NN
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These objectives are achieved by a number of actsincluding:

The Public Health Act Cap 242:
0 Providesfor the protection of human hedth
0 Providesfor the prevention of the spread of disease

The Food, Drugs, and Chemical Substances Act Cap 254:
Provides for the prevention and control of food adulteration by:
o Providing for hygienic production, storage, distribution and handling
Licensng of food manufacturers premises
Providing for gppropriate packaging and labeling of food
Providing for limits of food contamination
Providing for limits of pesticide resdues

© O 0O

The Pest Control Products Act Cap 346:
0 Regulates and controls the use of products for the control of pests
0 Edablishes the Pest Control Produce Board which assesses pest control
products for safety, efficacy, qudity and economic vaue and licenses various
categories of pedticide traders and to generaly advise the Kenya government
on choice of pest control products in the country.

The Agricultural Produce Act Cap 319:

o0 Providesfor grading and ingpection of produce

0 Regulates the preparation and manufacture of produce

0 Provides for cetificaion of exports through the Horticulturd Export
Inspection Services.

o Edablishes the Horticultura Crops Development Authority for the purpose of
supervison and control of the production, digtribution, and marketing of
horticultura crops

The Standards Act Cap 496:
0 Provides for the establishment of the Kenya Bureau of Standards (1974); and
specifiesits functions, including to promote standardization in industry
o Empowers the Kenya Bureau of Standards to prevail in cases of conflict with
standards under other Acts

Kenyan fruit and vegetable exporters must comply aso with the laws and regulations
of the countries importing Kenyan produce. This necesstates a detailed knowledge of
exiging lavs and regulations, and potentid changes in the laws in importing
countries.

3. The Fruit and Vegetable Subsectors|n K enya

The fruit and vegetable subsector has undergone subgtantia growth in the last 20
years. The horticulturd industry (including freshrcut flowers as wdl as fruits and
vegetables) is an important source of foreign exchange earnings, ranking third among
agricultural export commodities after tea and coffee. In 1999, Kenya exported 15,595
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tons of fruit valued a 16 million U.S. dollars' and 46, 377 tons of vegetables vaued
a 74 million U.S. dollars. It is an import source of domestic food with exports only
accounting for four percent of total production. In addition it is an important source
of employment; the industry employs about two million people directly and another
estimated 0.5 million indirectly.?

3.1 Grades and Standards and Laws and Regulations

Due to the importance of the fruit and vegetable subsector in exports and domestic
food production, the industry provides an interesting modd for a case sudy of grades
and standards and food laws and regulations. The need to meet standards in the export
market has led to the devdopment of a complex sysem of production and
management. The successes and falures of meeting these sandards, as wel as current
chdlenges, provide the data necessary for a full evauation from which lessons can be
drawn. Current demands to meet tracesbility, socid, and environmenta standards
present mgor challenges for the fresh and processed export markets. How the
industry adapts to these chdlenges will have a mgor impact on the Sructure of the
indugtry, paticulaly who is included and excduded from the market, which in turn
affects income generation and didribution. Moreover, the lessons learned from
meeting export standards, particularly technology adoption and management capacity
building, can have soill over effects into the domestic maket for fruits and
vegetables.

Additiondly, certain inherent characteritics of horticultural commodities require an
effective system of grades and standards in order to produce quality products and
maintain qudity dl the way to the find consumer. The high rate of perishability both
necessitates a cold chain to mantain quaity, and a grading sysem that can measure
relidbly whether qudity has decreased while in the cold chain. Extended production
cycles for some fruit and vegetable commodities necessitate systems of standards and
digribution that will make it possble to recoup the high initid invetment. High
labor intensiveness both places a greater burden on the enhancement of human skills
in order to maintain standards, and a the same time raises the sdience of standards
for labor equity. The high levd of technicd and management skills required for
specidized production and post-harvest inputs necesstate systems of standards and
digribution that will alow just compensaion for those skills  High sessondity of
production and demand necessitate hat the factors of production be well compensated
during the productive season. Potentia economies of scde in some podt-harvest and
processing operations would be logt if sysems of standards and didtribution did not
make it possible to earn a good return on investmen.

! Thisisarounded value using an exchange rate of 77 Kenyan Shilling to one U.S. dollar. Actual
values reported by HCDA arefor fruit and vegetables are 1,256 million Kenyan Shillings and 5,713
million Kenyan Shillings, respectively.

2 see the Kilimo Horticultural Report for more information.
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3.2 Overview of fruits and vegetables commodity systems

Generdly fruits and vegetables are grouped together due to dmilar handling
requirements with respect to perishability, mode of preparation and eating, nutritiona
vaue, dorage environments and didribution channes. In this respect, issues of
standards and grades of fruits and vegetables are often handled together.

The Kenyan fruit and vegetable subsector conssts of two digtinct markets. the export
market and the domestic market. Within each of these markets activities can be
classfied as markets for fresh and processed fruit and vegetable products. This
section presents a generd overview of the four market segments that comprise the
fruit and vegetable subsector in Kenya: the export market for fresh fruits and
vegetables, the export market for processed fruits and vegetables, the domestic market
for fresh fruits and vegetables, and the domestic market for processed fruits and
vegetables.

3.2.1 Export market for fresh fruits and vegetables

The mgor export markets for fresh fruits and vegetables are Western Europe, the
Middle East, and East Africa. See Table 1 for the main dedtinations of Kenyas fruit
and vegetable exports. In Europe, the United Kingdom (UK) is the largest export
market. Other dgnificant customers are France, Germany, the Netherlands, and
Bedgium. The Scandinavian countries ae dso emeging as potentidly lucrdive
markets. UK supermarket standards are the highest and mogt difficult to mest.
Continental European supermarket sandards are dso high but less demanding in part
due to differing legd systems® Also, supermarkets in continental Europe do not hold
as high amarket share asthose in the UK.

Table 1: Main Destination of Kenya's Fruit and Vegetable Exports

Current markets Percentage of fruit exported from Percentage of vegetables
Kenya exported from Kenya

Europe 705 95

Middle East 175 3

Regiona Markets (mainly East 12 2

Africa)

Source: Thiru (2000)

The most important export vegetables are French beans, snap beans, snow peas, and
Asan vegetables (okra, baby corn, karella or bitter gourd,* eggplant, chilis and
capsicums or peppers). See Table 2 (on the next page) for the composition of Kenyas
fruit and vegetable exports. Kenya is the leading supplier to the EU of French beans,

snow pess, eggplant, and capsicums.

3 Due diligence refers to managing the production, harvesting, transportation, processing and storage of
fruits or vegetablesin ways that ensure their conformity to safety and quality standards. For Kenyan
producers and marketers, what is most important is maintaining appropriate records of these activities.

It was suggested that a good set of records will overcome restrictions on imports.

* A bitter gourd that is approximately 10-15 cm in length and 4-7 cm in diameter, with athick, rough
spiny skin; it is harvested mature but unripe.
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Table2: Composition of Kenya's Fruit and Vegetable Exports

Fruits Percent of total fruit exports Vegetables Percent of total vegetable
exports
Avocadoes 59.2 French beans 30.9
Mangoes 25.6 Canned beans 17.3
Passion fruit 6.0 Okra 5.8
Strawberries 48 Karella 38
Pineapple 30 Snap beans 25
Other 14 Frozen beans 23
Eggplant 12
Chillies 11
Other beans 111

Source: FPEAK Magazine (2000)

Fresh fruit exports are smdler than vegetable exports. Important fruit exports include
avocados, mangoes, passion fruit, and strawberries. Fresh pinegpple exports are small
due to Del Monte's strategic decison to concentrate solely on the processed market.
See Figures 1 and 2 (on the next page) for the volume and vaue of fresh fruit and
vegetable exports.

The marketing system for fresh fruits and vegetables for export is presented in Figure
3 (on page 32). There are over 200 licensed fresh produce exporters in Kenya
However, only 50 are consigtently operational while the other 150 exporters exploit
favorable short-term market conditions, entering and exiting the indusiry sporadically
during the October-April pesk season (Dolan et al. 2000). Among these 50 active
export firms, four large firms dominate the export market.

Exporters obtain produce from a variety of different types of producers usng severd
types of transactions. Fruit and vegetable growers can be categorized by sze into four
groups:

1. Smdl-scale producers or “outgrowers’ are farmers with less than 10 acres.

2. Medium-scale producers are farmers with between 10 and 20 acres.

3. Large-scale producers are farmers with between 20 and 200 acres.

4. Pantations are farms with more than 200 acres of production.

Rdiable datisics on the number of farmers in each group, how much they are
producing, and for which market ae not avalable The Minisry of Agriculture
datigics are edimations. Reports on the contribution of smdl-scale producers to
export production vay widey. The Horticulturd Crops Deveopment Authority
(HCDA) edtimates that 70 percent of vegetable production and 40 percent of fruit
production for export is from smal-scale producers® Dolan et al. (2000) reported
that the overdl share of smdl-scde production in fresh fruit and vegetable exports
had dropped to less than 30 percent by the mid 1990s.

Transactions occur aong a continuum of market coordination from spot market
transactions to verticad coordination. Most of the large and medium-scale exporters
operate a verticdly integrated production sysem as wel as sourcing from the
different types of producers.

® Itisnot clear what year or years these figures represent.
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Figure 1. Kenyan Export Volume for Fresh Fruits
and Vegetables
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Exporters use two channds to obtain produce from small-scde producers. The firg
channd is direct contact with a group of smdl-scde producers. The rdationship
between exporter and gsmdl-scae producer is governed by severd different
arangements. There are three types of governance dructures for direct contact
between small-scale producers and exporters (Kamau 2000, Jaffee 1995).

1. Informal market arrangements (market reciprocity agreements) are highly
persondized repeat transactions in which some degree of loydty is built up
between the exporter and a certain group of growers. Produce is usudly
exchanged at the current market price. Although no inputs are provided, some
technical advice on variety sdection and harvesting and handling practices is
usualy tranamitted to the farmers.

2. A forward market contract is a formad commitment to buy and el specific
quantities and qudities of produce a a particular time. Prices may be agreed to
in advance or a the time of actud exchange and the buyer is not involved in
the production process or in providing inputs to famers. These contracts are
more common for larger-scade fams where the farmer can afford to buy his
inputs and has more advanced technical and managerid skills.

3.  Production contracts (interlinked factor market contracts) are forma
agreements to buy and sdl a specific quantity and quality of produce a a
gpecific price. They are often referred to as "outgrower schemes.” This type of
transaction is most common for fresh exported vegetables including French
beans, snow peas (mangetout), sugar sngps, and Adan vegetables. In
outgrower schemes, farmers are usudly organized into groups of 15 to 30
members to facilitate coordination of activities, technicad assgtance, and
supervison. The exporter provides a specific quantity of seeds on credit (to
ensure quaity seeds are planted), and technicd advice on chemicd use and
agronomic practices. Farmers pay for the seed a the end of the season when
traders deduct input costs from the tota vaue of the produce. The buyers may
have fidd officers who vidt the faamers fidds on a regular bads to ensure
qudity control and proper use of inputs. Some exporters may spray pesticide
for the faamers in order to ensure meeting the Maximum Resdue Leves
(MRL’S) and the buyers requirements for due diligence in pedticide use. In
some cases, farmers have to follow a specific production program set by the
buyer with specified times for planting and harvesting in order to provide a
sequential and continuous supply of produce. The exporter often provides
transport from the farmer group storage and grading area.

The second channel that exporters use is brokers. There are two types of brokers --
exporter agents and independent brokers. Exporter agents are paid a commission
based on the volume of sales for providing certain sarvices. These include identifying
and recruiting farmers, communicating short-term  information to farmers regarding
exporter quantity and timing requirements, communicating information  about
expected prices, informing the exporters about local supply and competitive
conditions, didributing packaging materids to famers isuing payments to farmers,
and providing a grading shed where farmers ddiver their crops and the exporter
collects them. Independent brokers buy produce from producers and then sl it to an
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exporter. These brokers have limited access to market information which they may
transmit sporadicaly to producers.

Both types of brokers provide transportation. Some brokers have their own trucks for
trangportation. Others hire a truck to provide transportation. The price pad to the
growers is determined by the broker, based on the current spot market prices.
Generdly, brokers pay farmers cash a the point of transaction. However, in some
cases, especidly with independent brokers, payment to the farmer is not made until
the broker receives payment from the exporter.

Smaler exporters and seasonad exporters use brokers to buy their produce. Larger
exporters favor some type of contractuad arangement but dso use spot market
purchasesto fill gaps.

Exporters obtain produce from medium-scale producers through the same channds as
gndl-scale producers. Because medium-scale producers produce larger volumes than
gndlholders, they may individudly develop reciprocd agreements or contracts
directly with exporters rather than contracting through a farmer group or a broker.
They could aso be in a better bargaining podtion with respect to brokers but this
depends on the levd of market knowledge and information the farmer possesses.
Exporters use forward market or production contracts to obtain produce from large-
scale producers and plantations.

Exporters sdl produce to importers, usualy concentrating on one or two countries.
The importers then sdl the produce through two channels. In the firg channd, the
importer <dIs the produce to wholesders who service the retail and food service
sectors. The find product is delivered to consumers through a variety of retal outlets
including supermarkets, green grocers, and fruit and vegeteble sands. The food
sarvice sector, which includes restaurants, school and work cafeterias, and hospitals,
is a growing outlet for food expenditures. The second channd used by fruit and
vegetable importers is to bypass wholesders and sdl directly to supermarkets and
food service outlets.

Mog of the large exporters have a subsdiay firm for logigicad services including
cold storage, handling, and shipping. Independent logistics companies provide these
services for amal and medium-scale exporters.

Mog of the medium and large-scale exporters are involved in some type of vaue-
added activities incdude washing, trimming, packaging, bar-coding, and labeling. The
gze and sophidtication of these activities depends on the exporter's ability to invest in
the necessary equipment and management resources and its customer base. Export
packhouses have varying degrees of qudity control programs. Some supermarkets
require that al exporters who are packing for them must have a Hazard Analysis and
Criticad Control Points (HACCP) food safety management program. Also, some
medium-scae exporters who are doing fresh packs for the wholesdle market are
implementing HACCP programs before they seek direct ties with a supermarket.

A full andyds of this market is beyond the scope of this reconnaissance misson. One
approach to such an analyss would suggest that consumers are a driving force in this
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market, and that consumer demands dictate the quality standards that retailers set. In
support of this gpproach, one might argue that in Europe the consumer lobby groups
in importing countries such as FIAN of Germany, and Chrigian Aid of UK, are a
force to reckon with, and tha they derive ther influence from consumers who have
been sendtized, wrongly or rightly, to the issues of qudity assurance. This gpproach
would suggest that enhanced consumer awareness of hedth and production conditions
and food safety issues results from effective education and dissemination of pertinent
information such as the effects of pedicide resdues, environmenta degradation,
workers lack of wellbeing, and problems in the internationd food system like “mad
cow diseasg’. A proponent of this view might argue that Sainsbury’s and other
retalers gather data on consumer perceptions and preferences, and then design
specifications and regulations for suppliers to satisfy the consumers standards.

A second approach would suggest that dtandards originate in retaller  marketing
drategy, and tha retallers use dandards as ways of gaining competitive advantage
over other sdlers less able to assure those standards. A third gpproach would suggest
that it is the legd inditutions that are the mgor influence on sandards.  In this
partticular Stuation, the due diligence provisons of the UK food law have led to much
of the qudity and traceability demands being placed on exporters sdling produce to
that market.

Whichever of these three gpproaches one espouses, the point is that Kenyan exporters
ae having to meet qudity standards demanded by the importing buyers.  The
implementation of the standards is through negotiations with dl stakeholders of the
horticulture industry from employees to consumers.  This in turn affects the choice of
governance structure of transactions. In order to meet the quality standards demanded,
exporters are usng more production contracts and verticaly integrated production
arrangements.

3.2.2 Export market for processed fruits and vegetables

The mgor export markets for processed fruits and vegetables are Western Europe and
other African countries. Important processed products are canned pinespple,
pineapple juices and concentrates, and canned French beans.

Dd Monte canned pinegpples, juices, and concentrates account for the bulk of the
exports of processed fruits and vegetables. Del Monte is a veticdly integrated firm
growing and processing pinegpples on its plantation in Thika.

The other mgor Kenyan export item is canned French beans. Processors obtan
French beans from smdl and medium-scae producers using forward market and
production contracts. Generdly they only use spot market transactions to fill supply

gaps.

Processors produce products both under their own labd and under retail private-labd
brands, as well as co-packing for other processors and/or brand names. Examples are
De Monte and Njoro who can both (1) under their own labels, and (2) under private
retail labels, and who dso co-pack both (3) for other processors under those
processors labels, and (4) for the Auchan brand name through a broker rather than
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through a direct arrangement. Processors sdl products through several channds.
Firg, they may sdl ingredients, such as juice concentrae, to re-manufacturers.
Second, they sdll products directly to retailers (contracted as a co-packer for a retail
label, either directly by the supermarket or through a broker). Third, they sell products
to a wholesder ether directly or through an importer. The wholesdler then sdis to a
retailer or food service company who then sells the product to the find consumer.

3.2.3 Domestic market for fresh fruits and vegetables

The main commodities produced for the local market are cabbages, sukuma wiki (a
leafy green vegetable like kae), meons, potatoes, tomatoes, passon fruits, bananas
(cooking and table), avocados, coconuts, citrus, mangoes, pinegpples, plums, and
papayas (also caled paw paws).

The domestic market for fresh fruits and vegetables can be clasdfied into two
categories -- rurd and urban. The dructure of the rurd market is informa. Mainly
gndl and medium-scale producers supply this market. The most common channd is
that producers sdl their produce to brokers who then sdl to a retail trader a a loca
market. However, the number of times produce changes hands depends on the
capacity (transportation access, etc) and gpecidization (time and knowledge
condraints) of the different actors. In some cases, famers with their own transport
may sdl directly to a trader a a locd market. Because of time condraints and lack of
experience, famers rarely act as traders, sdling directly to consumers a loca
markets. Most farmers do not own a truck so transportation is provided by the broker
who may a0 rday some market information. Some brokers own their own trucks for
transportation. Others hire a truck to provide tansportation. There are two types of
rurd “retal” outlets. Fird, in larger villages there may be a covered market facility
with fruit and vegetable gtals. Second, the most common form of retailing is dreet or
roadside, openrar markets. In some cases traders may have wooden kiosks or tables
and in other cases, the produce is laid out on the ground on a piece of cloth, paper,
plastic, or directly on the ground.

The urban market is more complicated with fruit and vegetable retalling taking place
in a range of environments from road-dde sdling to up-scale green grocers. There are
four retall segments in the urban market: up-scale green grocers, supermarkets, formal
constructed markets, and street hawkers.

The highest quality products are found a up-scade green grocers. These grocers
usudly source therr products from smdl, medium and large-scale producers via
informal market agreements. Some of them are ds0 involved in verticaly integrated
production. They import produce that is not grown locadly or when they cannot get the
necessary qudlity locdly.

There are three mgjor urban supermarkets -- Uchumi, Nako Mart, and Metro Cash and
Cary. Fresh fruits and vegetables are a reatively new product line for supermarkets
in Kenya, having been added over the last three or four years. They import produce,
like apples and dates, that are not produced localy. Supermarkets procure produce
from a variety of sources. They buy produce directly from medium and large-scale
producers and plantations through market reciprocity agreements and spot market



IMPACTS OF STANDARDS ON THE FOOD SECTOR OF KENYA Page 12

transactions. They aso obtain produce from brokers who purchase from smal and
medium-scde farmers. Supermarkets ae dso sourcing pre-packaged vegetables,
specifically French beans and Asan vegetables, from exporters. They require the
producers and brokers to deliver the produce to individua stores or to a centrd
digtribution center.

Fruit and vegetable retail traders sdl to consumers in covered, constructed markets or
in greet/road-side markets. These traders obtain produce from the wholesdle market
or brokers, both of which are predominantly supplied by smdl and medium-scae
producers. There is a large fruit and vegetable wholesdle market in Narobi where
farmers with access to transportation and brokers sdll produce to retail traders and
other brokers. There are smilar wholesde marketsin other cities and larger towns.

Smdl-scale producers access the domestic market through brokers. Transportation
and market information are provided by the broker. A vey smdl number of amdl
growers own a truck or have access to trangportation. In such cases, the farmer (or
group of farmers) can sdll directly to traders at the wholesale market.

Medium-scale producers aso access the domestic fresh market through brokers. They
may dso sdl directly to traders at the wholesde market if they have their own
trangportation or access to trangportation (this could be that they have the cash to hire
transport).

Plantations tend to concentrate on the export market only, sdling the lower qudity
produce that did not meet the export standards in the locd market. An interesting
exception is Dd Monte. Dl Monte sdIs fresh pinegpples to the local market, mainly
through its own kiosks.

Qudity in the congructed markets is usudly higher than in the dreet/road dde
markets. Often the discarded produce from these markets is sold to Street traders, but
some very good quality produce aso reaches the dreet/road sde markets. At the
same time, the hygienic conditions vary from farly good to poor in the covered
markets, usudly decressing with the income level of the neighborhood in which the
market is located. The hygienic conditions of the street/road-side markets are poor.

Levels of consumer awareness and concern about qudity and safety issues is
presumably highly varied among the populaion, but no data were identified which
described the amount of variation or the corrdaes of the variance (eg., income,
education, location). Presumably the ability to act on qudity and safety issues
declines with buying power (disposable income). Very often convenience is a key
factor in determining where consumers buys their groceries.  One place where
consumer demands for qudity are afactor isin the up-scale green grocers.

The food service segment is dso quality segmented with the hotds, safari lodges, and
up-scde restaurants requiring the highest qudity. Lower-end restaurants and
indtitutions do not set high quality standards.



IMPACTS OF STANDARDS ON THE FOOD SECTOR OF KENYA Page 13

3.2.4 Domestic market for processed fruits and vegetables

Important processed products are canned tomatoes and tomato products, canned
French beans, fruit juices and juice concentrates, sauces and chutneys, and jams.
There is a amdl frozen food processng segment, focusng manly on beans, peas and
pre-fried potatoes (chips).®

A wide range of fruit and vegetable processng fadlities exists in Kenya These range
from modern, fully integrated plantation processors like Dd Monte to micro-
enterprises -- very smdl home/dtrest operations. The processng industry can be
broken into four segments. integrated plantation processors, modern mechanized
processors, cottage industry processors, and micro-enterprises.

The mgor integrated plantation processor in the Kenyan market is D Monte. The
Dd Monte plantation and processng plant in Thika produces a range of canned
pinegpple products and juices. Higoricdly, less than one percent of production was
sold in the loca market. However, this has increased to 10 percent in recent years due
to local pressure.

Modern mechanized processors produce a large volume of processed goods for the
domestic market. These processors source products from smal and medium-scae
producers through spot market transactions, informa market agreements, forward
market contracts, and production contracts. They aso source produce from brokers
who buy produce from smdl and medium-scae producers. As discussed earlier,
contracts with smal-scale producers are often through producer groups.

Processors sdl their products through a variety of channds Firs, they <l
ingredients, like juice concentrate and dried vegetables, to re-manufacturers. Second,
they sdl products directly to the supermarkets. Third, they provide products to
wholesdlers. Wholesdlers then sdl  products to the supermarkets, smdl generd
grocers, grocer kiosks, and food service customers.

Small “cottage industry” processors produce products like sauces, jams, pickles, and
chutneys, with traditiona cooking methods (open fire) and hand packing and labeling.
These processors source most of thelr products directly from smal and medium-scae
producers through spot market transactions and informal market agreements. They
aso buy produce from brokers. These processors sdl their products in the usud
maindream channels. They sdl directly to the food service industry, especidly hotels,
and supermarkets in addition to sdlling to wholesalers.

Micro-enterprises are generdly operated out of individuds homes. They make
products like juice drinks, sauces, and chutneys. They source raw materids from the
wholesdle market and from brokers who buy from smal and medium-scale producers.
Products are sold through street hawkers and in kiosks and smdl grocers. This is a
vay informa segment without any gpparent qudity standards or enforcement of
hygiene standards.

® One processor isin the planning stages for French fried potato (chips) production
targeted mainly at fast food outlets.
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4. Current Stuation

41 Current Stuation of Grade and Standards and Laws and Regulations in
Kenya

411 Grades and Standards in the Export Market for Fresh Fruits and
Vegetables

Governmerts of individua Europesn countries, the European Union (EU), and other
importing countries have set basc minimum grades and sandards that importers and
exporters must meet. Additionaly, some individua buyers, paticularlly supermarkets,
have sat their own grades and standards that their suppliers must meet. The Kenyan
Government through the Kenya Plant Hedth Inspectorate Services (KEPHIS) visudly
ingpects dl exports to ensure that they meet the basic grades and standards of the
targeted recaelving couttry. KEPHIS sets its inspection standards based on the
government grades and standards of the receiving country.

The current existing grades and standards can be grouped in four categories.

1 Grades and dandards that relae to phyto-sanitation, microbial
contamination, and chemical resdues are mandatory dsandards for 4l
exporters, st by regulatory agenciesin importing countries.

2. Grades and standards that relate to quality attributes of the produce such as
color, Sze, taste, appearance, texture, uniformity and packaging are set by the
buyers. These grades and standards are obligatory for specific exporters.
These dandards vary from place to place and from time to time depending on
consumer preferences and trading norms,

3. Grades and standards that relate to social and environment issues are newly
emerging market requirements that are mogly voluntary. The grictness of
conformity to these standards varies from market to market. These standards
ae being devdoped through negotiations with al dakeholders of the
horticulture industry from employees to consumers. Sometimes they ae
embodied in codes of practice, which set the rules, regulations and practices
that producers and exporters must meet. In fact the pressure to implement
these dandards comes directly from the importing countries; the locd
dakeholders are generdly trying to make feasble practices based on the
requirements. Hence they have developed the various codes of practice such
as Fresh Produce Exporters Association of Kenya (FPEAK), Kenya Flower
Council, Flower Labd Program, Market Produce Standards, etc.

The main objective of these dandards is to ensure humane trestment of
employees, ensure safety (of the workers, bystanders and consumers), reduce
use of agrichemicads, and promote the conservation of the environment. With
the exception of supermarkets in the UK and Holland, these standards are yet
to gan dgnificance in the market. However, current trends suggest that the
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importance of these standards will increase and that eventudly they will play a
very dgnificant role in access to markets. Already UK supermarkets are very
grict on compliance with these standards by their suppliers. The importers
gopoint third party ingpecting bodies to periodicaly verify conformance to
these specifications.

4, There is a growing demand for organically produced fruits and vegetables
in mogt of the affluent markets where consumers are able to afford the
ggnificantly higher prices. The grades and dandards relaing to organic
produce are very high. Growers have to be certified by a body that meets the
accreditation regulations of the importing country; in many cases this is
satisfied by the internationd organic produce organization (IFOAM). In
Kenya the Association of Better Land Husbandry (ABLH) is currently
supporting an initiative through the Soil Science Organization of the UK to
have some of the growers certified as organic produce growers, however, this
isdll a the planning stage.

412 Grades and Standards in the Domestic Market for Fresh Fruits and
Vegetables

The Kenya Bureau of Standards (KEBS) has set standards for certain fresh fruits and
vegetables through its technicd committees. However, there is no evidence of the
implementation or enforcement of any grades and sandards in the loca markets for
fresh produce. Some grading is done by traders according to sze, weight and
appearance.

4.1.3 Gradesand Standardsin the Marketsfor Processed Fruits and Vegetables

The grades and standards followed by most processors are set by the KEBS [a
government paragtatd in charge of setting and supervisng the implementation of
grades and standards in Kenyal. KEBS develops these standards through technica
committees drawn from the relevant stakeholders. Processors are then required to
purchase the standards document and implement it fully. KEBS currently carries out
vidgts to ensure compliance, dthough reports of the frequency of the vists vay
greatly. Samples of products are dso normaly taken and andyzed for conformance.
Processors pay various levies to KEBS depending on the size of business and type of
logo used. KEBS issues a qudity labd, "the diamond mark,” to processors who meet
the drictest quality standards. Processors sdling to the regiond and loca markets ae
of the opinion tha the standards set by KEBS are adequate, but they often set their
own company standards, which are dricter.

For exported processed fruits and vegetables, the scenario described above in section
4.1.1 for fresh produce applies, actors in the importing markets set the grades and
gtandards to be followed. According to some processors exporting mainly to Europe,
the slandards st by KEBS are basic in comparison to the more stringent ones applied
in the internationa markets. These processors implement KEBS standards as required
by law and additionaly comply with their markets requirements. It was evident that
KEBS is very active in the processng sector, and has developed a number of
standards for processed fruits and vegetables. We were not able to obtain any specific
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information about KEBS' activity in enforcing grades and standards. It was reported
that there have been a few times when people felt that KEBS was not in control of the
qudity even of products that have the KEBS logo. It was aso reported that KEBS has
logigtica problems with sampling and anayzing processing products.

4.2 Ingtitutional Roles and Responsibilities in Grades and Standards Setting and
I mplementation

There are saverd governmenta and private organizations involved in sdting and
implementing grades and doandards, directly or indirectly in Kenya These
organizations play diffeeent roles in  seting, implementing, enforcing  and/or
monitoring grades and standards of fruits and vegetables. It is probably not surprisng
that there are issues concerning respongbility and cepability. These issues ae
generdly controversd and there are conflicts of interest. This is one of the reasons
why there is no good contral in this area.  For example, since it is widdy known that
proper use of pedicides and adherence to Maximum Resdue Levels (MRL'S) is an
important area for farmers to be trained in, many government organizations want to
play aroleinit.

4.2.1 Government Organizations

i. The Kenya Bureau of Standards (KEBS is the nationd government body charged
with setting, reviewing, monitoring and implementing grades and dandards.
Technicd Committees have developed several grades and standards in fruits and
vegetables. The Horticultura Crops Development Authority (HCDA) is mandated to
implement and monitor these through its extension services (see below).

ii. The Kenya Agricultural Research Ingtitute (KARI) is a Nationd Agriculturd
Research Organization (NARO) with the responshility for carrying out research on
dl maters rdating to agriculture with the exception of coffee, tea, and pyrethrum. In
the past KARI has concentrated most of its research efforts on production. During
discussons with the Inditute Director, the AFID team were informed that, athough
currently there are no mgor research activities being undertaken in the area of grades
and standards of fruits and vegetables, the current focus is directed towards demand
driven research. Grades and standards of fruits and vegetables has been identified as
one of the key areas to develop in order to sudtain the conventiond productivity
research.

iii. The Ministry of Agriculture, Livestock Development and Marketing
(MOALD&M) has the ovedl mandae of dl agricultura extendon ectivities in
Kenya The Minisry has different divisons charged with extenson activities in
specific groups of crops. The Horticulture Divison is in charge of extenson in the
areas of production, post-harvest handling, and marketing of fruits, vegetables and
flowers. Discusson with the Divison indicated that no serious efforts are made to
educate growers on grades and standards. It is not able to perform its role effectively
due to lack of sufficient operationd funds. Also, MOALD&M has not been recruiting
new gaff for some time now and the extenson daff to farmer ratio is quite low, on
the order of 1:1000. Additiondly, liaison activities with research bodies and retraining
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of dsaff are not regularly undertaken. This has created a dtuation where the growers
are not motivated to seek the advice of the extension saff.

iv. The Horticultural Crops Development Authority (HCDA) is a parastata charged

with the following respongihilities
Dissamination of maketing information and export datigics to invedors,
exporters and producers for planning purposes,
Organizing groups of smal scae growers for production and marketing purposes
of export crops;
Advisng growers, exporters and processors to plan production in relation to
market demand;
Advisng growers on the use of cetified planting materids and assdting them to
identify both loca and export market outlets for their produce;
Monitoring prices and foreign exchange remittances into Kenya in collaboraion
with the central Bank of Kenya;
Traning famers on the proper use of inputs, particularly pesicides so tha
farmers adhere to the MRL's,
Advising producers and exporters on appropriate post-harves  handling
techniques,
Regigering fruit tree nurseries, traning nursery managers, and carying out
ingpection of the planting materias for certification before release for sde;
Licensng of horticultura exporters and collecting government levies on exports
(each exporter pays some fees on an annud basis to HCDA to be alowed to
export);
Liason with other dakeholders to assst in training, research, promoting and
cregting awareness among producers and exporters in understanding and adhering
to internationd regulaions on qudity requirements, maximum resdue leves
(MRLSs), packaging and environmenta implications.

The mandate of HCDA is quite wide and not adequately covered at the moment due
to lack of resources and low capacity both of personne and equipment. As noted
above, the HCDA is mandated to implement and monitor grades and standards in
fruits and vegetables through its extenson services. There is no evidence tha this
role is adequately played. From the interviews, as well as the workshop ddiberations,
it was quite clear tha HCDA performance of this role is weak. At the moment it is
not directly involved in the implementation of grades and dandards it modly assss
other stakeholders in promotion and creating awareness of dandards.  Similarly
HCDA’s mandate on pedticide training is very controversd; there were reports that
this expectation is very unredigtic and hardly has happened.

v. The Pest Control Products Board (PCPB) is a paragtatad charged with regulaing
the use of pedticidd products in Kenya The Board registers al pesticides used in the
country, licenses the premises that are used for storage of pesticides, approves the
MRL’s of the pedticides, monitors al deders to ensure safe and proper use of
pesticides, and coordinates the training of pesticide gpplicators to ensure the safety of
al concerned. It was evident that the Board is not able to fulfill its mandate due to low

capacity.
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vi. The Export Promotion Council is a government body charged with the
respongbility of promoting the export of al commodities from Kenya induding fruits
and vegetables. Although this body has the potentid to influence fruit and vegetable
grades and standards, we were not able to get any solid information about the extent
to which it directly does so.

vii. The Kenya Plant Health Inspectorate Service (KEPHIS) is a government
paragtata formed in 1997 that is charged with ensuring plant hedth in Kenya,
including not only the imports of al plant materids but dso the export of plant
materials.  According to KEPHIS management, KEPHIS was formed &fter the
redization of the weskness in the previoudy fragmented regulatory mechanisms that
exiged in different government bodies KEPHIS is mandated to fulfill the following
respongbilities
- Coordinate al matters relating to crop pests

Establish service |aboratories

Advise the Director of Agriculture on gppropriate seeds and plant materias

Advise the Director of Agriculture on the issuance of phytosanitary certificates

Adminigter Plant Breeders Rights in Kenya and be the liaison office for UPOV

Undertake ingpection, testing, certification, quarantine control, and variety testing

Undertake grading and ingpection of plants and plant products

Award scholarships for ingpection of plant hedth services

Enforce standards for good husbandry in nationd irrigation schemes

Develop and implement standards on both imported and localy produced seeds

Approve al importation licenses for plant and seed issued

Implement the Nationd Policy on the introduction and use of GMO's

Be cugtodian of the Plant Breeders Rights Register

Educate the public on the safe use of agrichemicas

Establish pogts for quarantine, ingpection, and quadity control

Egtablish strong linkages and collaboration

KEPHIS is actively involved in setting and enforcing grades and standards for export
and import crops. However the scope of this organization is very wide and the list
above is redly an ambitious list of what KEPHIS would like to do. For this scope to
be feasble, condderable capacity building, both personnd and equipment, will be
required to be able to efficiently meet al these obligations.

viii. The Ministry of Health (MOH) is the government body mandated to ensure the
hedth of dl the Kenyan population. In an effort to ensure food safety and hygiene, the
Minigry gaff ingpects and licenses dl premises deding with food. However, little or
no activity was evident in the area of fruits and vegetables grades and standards
enforcement by this Minigry. The Minidry is more active in food retal outlets such
as hotels and restaurants.

4.2.2 Private Organizations

i. The Fresh Produce Exporters Association of Kenya (FPEAK) is private associaion
of about two hundred (200) exporters. Currently, it is the only association of exporters
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of fruits and vegetables. The objective of FPEAK is to undertake dl those activities
that increase the competitiveness of its members. These include:
- provison of maket information, organizing exhibitions and trade shows
searching for new and niche markets
implementation of the FPEAK Code of Practice that is now being demanded more
and more by their members importing partners
implementation of an outgrower support scheme tha ams to enable ther
members to source produce from smal holders who meet the stringent market
requirements
lobbying the Government for better trading terms and other necessary supports
such as improvement of the infrastructure
ligison with other stakeholders such as research and regulatory bodies that can
a5 in enhancing their members: competitiveness

As with the governmentd organizations, FPEAK has a mandate that is bigger than it
is currently able to address conddering its human resources and management. One of
FPEAK’s mandates is to link exporters with groups of smdl famers in order to
promote smdlholder farm production and Kenyan exports in generd. FPEAK
supports andl famers through technica assstance and training, smdl grants to
inves in infrastructure such as grading sheds and charcod coolers, and loans to
purchase inputs. FPEAK aso provides services to member exporters such as market
inteligence, promotion of Kenyan products abroad, and government |obbying.

Without the technicd and financid support of FPEAK, many farmers would not be
able to meet the qudity requirements of exporters. In turn, without the help of
FPEAK in organizing groups of farmers, many smdl exporters would not find it
profitable to contract with smal farmers because of high risk and transaction codts.
FPEAK usualy assigns exporters to specific groups of famers. So far FPEAK has
about 200 member firms and has organized about 120 farmer groups. The perception
of both farmers and traders working with FPEAK is that they have both benefited
from such an arrangement and that FPEAK is providing a vauable service. However,
the organization is dill druggling with its financid and organizationd sustaingbility
in the long-run; the outgrower scheme has generally been supported by a donor during
the last few years. At the same time there are many smdl famers who are not
dependent on FPEAK. Groups of these famers have aways made private
arrangements with exporters.

ii. The Agro-chemicals Association of Kenya (AAK) is a private asociation of
internationd and loca companies involved in the agrichemicd trade. The association
mostly lobbies the government for a better busness environment and trains retailers
and end users of the products of its member companies. AAK can play a bigger role
in ensuring that only lega chemicas are marketed in the country. Such an association
has the potentid for indusry sdf regulaion, in marketing and use of pedticides, if
effectivdly guided by nationd and internationd policies. This in turn has the potentiad
to influence postively the perception of the use of pedticides especidly as it reates to
MRL'’s.

iii. The Association of Better Land Husbandry (ABLH) is an NGO funded by donors.
ABLH seeks to promote organic farming or use of minima amounts of agrichemicas.
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The asociation is currently trying to put in place a cetification program for
organicaly produced fruits and vegetables targeting the export market.

iv. The Kenya Ingtitute of Organic Farming (KIOF) is a private body that promotes
the concept of organic faming in Kenya KIOF focuses mainly on the production
agpect of organic produce with little if any interest in marketing.

v. The Green Belt Movement (GBM) is a naiond NGO concerned with the
consarvaion and improvement of the environment; food security and poverty
reduction; and advocacy and cvic education for mainly rurd communities. The
membership currently conssts of 3000 women's and youth groups. In the execution
of its objectivess GBM has the potentid to play an enhanced role in the
implementation of grades and standards in fruits and vegetables.

Vi. SGS International is an international certification company. It operates a
catification divison under International Certification Services (SGS —CS) whose
role is to carry out audits for certification under 1SO 900X series, 1SO 14000, HACCP
and codes of practice. Due to the paucity of experts in qudity management and/or
quality assurance, they adso carry out training in these arees.

vii. Bureau Veritas is another organization that carries out activities amilar to SGS
Internationd.

4.3 Issuesin Standards
4.3.1 I ssues of participation and negotiation in standard setting

Kenyan paticipaion in sandards setting and negotiation in the export market is
vaied. Standards in the export maket can be cdassfied into three groups
international trading standards, importing country laws and regulations, and busness
driven private standards.

Fird, Kenyan paticipaion in the sdting and negotiation of internationd trading
dandards is limited due to lack of resources and organizationd complications.
International trading standards are set by government member organizations like the
WTO and Codex Alimentarius. More often than not, venues for such negotiations are
in the developed countries, thereby limiting the levd and qudity of participation due
to adminigrative and financid condraints.  The rdevant actors are from different
government ministries and/or depatments and/or parastatds each with specific
interets and experttise, which may not necessarily be technica in grades and
dandards. Hence it is difficult to organize harmonious and effective participation,
given ther specid knowledge and experience in the agenda area. Generdly it seems
that the government has not perceived as strongly as it should the role it can play in
negotiating with other governments for a marketing position.

Second, the only opportunity for Kenyan paticipation in setting the laws and
regulations of individua countries importing Kenyan goods is through lobbying. This
can be accomplished through the Kenyan government, private business interests, and
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NGOs. Currently, there is little pro-active participation in this area, with the industry
only taking a reective pogtion; this is exemplified by the indudry's adoption of
European Union regulaions unconditiondly. It is dso difficult for countries such as
Kenya to play a dgnificant role in the implementation of these laws and regulaions.
Non-compliance with these regulaions, as determined by the importing countries,
automatically leads to trade pendties such as fines, destruction of produce, or tota
ban of exports from the affected countries. The paucity of expertise, resources and
technical capacity in countries such as Kenya condrans ther ability to play
ggnificant rolesin the implementation of these laws and regulations.

Third, Kenyan paticipation in private busness standard setting is mixed. Codes of
prectice are the ingruments private busnesses commonly use to achieve standards
including both classc qudity standards like taste, color and sze, as well as newer
gandards like food safety, socid jugtice and environmenta protection. They may be
developed by individua companies or drawvn from mode codes, which are usudly
industry specific.

The Kenyan fruit and vegetable industry has had little input into, or participation in,
the European discussons about codes of practice. The participation that has occurred
has been manly through NGOs. The Kenyan fruit and vegetable indusry has
attempted to paticipate in the European Union discussions about harmonizetion of
codes of practice manly through trade associations. For instance, FPEAK and the
Flower Labed Programme (FLP) of Germany, unsuccessfully tried to “marry” ther
codes into a common labd in 1998. The horticulturd industry has aso been proactive
in developing a code of practice that addresses the relevant issues of food safety, and
socid and environmental standards. At the same time, the industry has not been as
active as it might have been either in the negotiaion of codes of conduct in Europe or
in seeking recognition of the FPEAK code there. One example is FPEAK's absence as
an Asociale member of EUREP. EUREP is a group of leading European food
retallers whose objective is to raise sandards for the production of fresh fruit and
vegetables. Producers and producer groups can become associste members and
participate in the negotiation of the standards. In contrast to Kenya, the Chilean Fresh
Fruit Association is an associate member of EUREP.  Organizations such as FPEAK
do not have enough funding to participate in internationd trade fairs or other meetings
of rdevance. In contrag, it would appear that the Kenya Flower Council has actudly
been able to make progress through the Kenya Flower Day in London the last two
years. In addition, one might note the efforts of COLEAP (an export promotion
council for African, Caribbean and Pecific countries) to publicize the FPEAK and
KFC codes, dthough it isnot clear how far they have gonein this direction.

Domestic standards for fresh and processed fruit and vegetables are set by KEBS
through conaultations within technicdl committees (the committees have genedly a
lot of authority in seiting the dandard). The horticultural fresh produce technica
committee condsts of representatives from the University of Narobi Department of
Crop Science, HCDA, the Ministry of Agriculture, Kenya Seed Company, Tana and
Athi River Development Authority, FPEAK, KEPHIS, the Depatment of Externd
Trade, and leading exporters (eg., Sulmac, Ltd). Important stakeholders in the
subsector who are not represented on the committee are consumers, retalers,
producers, and the public hedlth authorities. Smilar absences of consumers and small
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and medium-scale producers can be noted on the processed fruits and vegetables
technicd committee. Its members include representatives from the Kenya Indudtrid
Research Development Inditute, Trufoods Ltd. (a medium-scale processor), the
Minisry of Hedth, the Minisry of Agriculture, De Monte Ltd. (see description in
Section 3.2 aove), Jomo Kenyatta College of Agriculture and Technology, and
Kenya Utdii College Department of Food Technology.

4.3.2 Issuesof accessand transparency in standardsimplementation

Standards are a prerequisite for market participation. In other words, certain minimum
gandards must be met in order to sl products in certain countries (public standards)
and to engage in cetan trading relaionships (private dandards). Meeting public
sandards has not been a mgor hindrance to access to the European markets by
Kenyan importers. However, European harmonization of maximum pedticide residue
levels and the impending impostion of MRLs could block access to this market for
some exporters, and thus implicitly some producers, paticulaly smdl-scae
producers. Private standards, particularly stringent supermarket codes of practice, are
the biggest threat to Kenyan access to the European market.

The transparency of European market standards, both public and private, varies
among actors in the indugtry. The few large exporters, as well as large-scde farmers
and plantations, seem to undergand the issues and have access to information.
However, medium to smdl-scale exporters and producers do not fully understand the
actua content of the standards or their implementation.

International  shipping, particularly of a highly perishable good, is inherently a high
information cogt activity. It is difficult and codly for smdl to medium-scale exporters
to obtain accurate and truthful information on the handling of their products once they
leave Kenya. When produce is rejected by a buyer in Europe, the exporter must try to
get compensation from the airline for mishandling her produce. However, the exporter
is a adisadvantage in terms of Size, power, and information.

The grading process for export products is not trangparent to smallholders. The rate of
product rejection by buyers can be quite high. According to our interviews with
traders and farmers, it can range between 10 and 40 percent. While further research is
needed on this relationship, it gppears tha rgection rate may depend on the leve of
market demand, the experience of the farmer in qudity control, and how wel the
farmer understands the process — the smdler the farmer, the more likely she is to be
unfarly treated. Jaffee (1995) estimated that in the mid-1980s, as a result of poor
coordination between growers and down-stream buyers as well as seasond production
gluts and trangport bottlenecks, the average level of waste and post-harvest losses was
approximately 25%.” Sometimes, because grading is done a the traders premises far
from the production aress, rgjects are not returned to the farmer, resulting in loss of
income for the farmer.

" Itisnot clear how much of the “waste” istotally wasted. For example, if these so-called rejects are
fed to dairy animals, should one consider that French beans fed to dairy cowsiswaste or good use,
especially in light of the production cost.
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Severd levels of grading teke place. The firg is done by the farmer himsdf based on
past experience and managerid skills. The produce determined by the famer to be
unsuiteble for the market remains on the farm for consumption by the family and for
livestock feed. However, as mentioned earlier, the flexibility of grades often depends
on the current supply of the commodity, so famers ae usudly farly optimigic on
what may be acceptable. A second grading occurs & the collection point. This is done
either by exporter employees, exporter agents, or independent brokers, depending on
the type of transaction. This process is fairly transparent for farmers because they are
present when the grading occurs and can ask questions. However, there is 4ill
confuson a this level over why some produce is reected and other produce is
accepted. In a few cases this is the find grading on which the famer's payment is
based. However, in most cases a find grading occurs a the exporter's packhouse or
the processng plant and provides the bass for the farmer's payment. It is not
trangparent because the farmer is not present and has no means to question or
chdlenge the grading. Some feedback is given to farmers on how to minimize rgects,
like aparticular pesticide or timing of harvest, but this varies greetly among exporters.

In the domestic market, the application of standards for processing facilities and retall
edablishments is neither transparent nor consstent. Loca city councils are in charge
of implementing hedth and hygiene sandards. KEBS and the city council are the two
bodies that regularly visit processors and retailers to monitor and enforce standards.
The frequency of vidts is sporadic and sdective. In the retal sector, only
supermarkets and up-scale green grocers are inspected. Businesses do not have access
to documentation of their previous and current performance and a feedback
mechanism for improvement is nonexistent.

5. Current Problems

The Kenyan fruit and vegetable subsector faces severa magor obstacles related to
grades and dtandards. These problems include gtuations and issues that impede
meeting current standards, the enforcement of standards, and the development of
standards.

5.1 Themyth of the private sector miraclein the Kenyan horticultureindustry

The generd philosophy in the pod-liberdization economy is for the government to
get out of the way and let markets work. However, this is an overamplification of
how an economy actualy operates. An economy does not operate on its own without
the assgnment of rights. In other words, the economy and the government are not
separate and mutualy exclusve spheres. The economy and polity are intertwined
functions of one another that produce publicly chosen rules and shared vaue
judgments, which together provide the inditutiond framework necessary for an
economy to operate (Samues 1989). Grades and standards and laws and regulations
are important components of thisingtitutiona framework.

Much of the success of the horticulturd industry has been attributed to the lack of
government  involvement. However, as the industry adapts to meet drict export
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dandards, many pressing issues have emerged which gem from the falure of
government functions and indtitutions. Particularly, problems associated with contract
enforcement and a nonfunctioning legd sysem and the provison and protection of
collective goods illugtrate how the private sector acting adone has potentidly reached
its maximum capacity.

The ineffectiveness of the court system makes enforcing contracts impossble. It has
been reported by severd buyers that sSde-sdling or leskage of produce to nor:
contracted traders occurs frequently. When there is a good market at harvest, many
farmers are lured by higher spot market prices where they can sdll their produce for
cash. This results in sgnificant losses for the contracted traders who had provided
inputs and technical asssance. In case the market is down, famers atempt to sdl
excess produce to the contracted trader. However, depending on the demand by the
find buyer, the trader may or may not buy the extra quantities. Because of high
default risk, many traders no longer provide any inputs to farmers, especidly those
sling on the locd maket where qudity dtandards are lower. In generd, in aress
where access to dternative markets is smal (for example in Western Kenya), there is
less room for sde-sdling. However, in Centrd Kenya, where many markets are
avalable, processors are less likely to provide inputs on credit because of higher
leskage to dternative buyers. The main reason for this problem in contract farming is
that it is very cogdly (in teems of time and money) to enforce contracts through the
Kenyan court sysem. In addition, given the smdl volume contracted with each
farmer, itisrardy worth it to take him/her to court.

On the other hand Stuations dso arise where buyers find cheaper sources of produce
or cheaper routing, in which case they fall to meet ther contractud obligations to the
famers. In other ingtances, market fluctuations reduce the tota volume of orders for
the buyer to fill, either because the buyer's projections were over-optimistic or
because the market unexpectedly turned down. Many times buyers may not buy
anything despite a promise to buy from certan growers. Whatever the underlying
cause, exporters ded with the reduction in order volumes by regecting produce
unfairly citing flimsy qudity issues. However growers lack the resources necessary
to take buyers to court. In generd, buyers give only sketchy information to growers,
0 the later hardly ever know the market Stuation and where there might be any
flexibility.

Budget cuts have forced government inditutions to seek funding through user service
fees, both formd and informd. This has proven effective in some cases. However,
only individuas who can pay for sarvices get them. An example of a formd user fee
is the fee an exporter pays to get a pedticide analyss from KEPHIS, An example of an
informa user fee is when a farmer or group of farmers must pay the transportation of
an extenson officer in order to get information. In many cases, the farmers who are in
the most need of the information cannot pay these fees and thus do not get the service.

Moreover, the funding Stuation has created an indtitutiona culture obsessed with user
fees, which are agppropriate for some services but not for al services. It has created
distorted incentives for carving out functiona territories where fees may be captured.
This has led to digointed inditutiona focus and overlgpping objectives among
inditutions. Only goods for which fees may be captured are produced. Thus, high
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excluson cogt goods, where if the good exists for one user it is codly to exclude
others, are not provided.

For example, the reputation of Kenyan produce in the perception of buyers and
consumers is a high excluson cost good. The Government of Kenya would have to
pay the costs of enforcing export licenang in order to make this an exclusve good. In
the absence of that effort a excluson, an exporter can "free ride" on the qudlity
reputation of Kenyan produce. A free rider is a user of a good who does not
contribute to the provison of that good (Schmid, 1987). However, when the free rider
is exposed for low or sub-standard quality, the reputation of dl Kenyan produce, and
thus al exporters, suffers. One producer cited an example of adl Kenyan passon fruit
being pulled from the shelves of a supermarket in the UK for one week because high
pesticide resdue levels were detected on one shipment of passion fruit from Kenya
That particular producer lost a week's worth of sales even though he could show
documentation of his particular pesticide spray records. While government is not the
only economic actor that can provide and protect high excluson cost goods, it is often
the dructure chosen due to high organizationa and monitoring costs associated with
collective action.

5.2 Infrastructure and post-harvest handling

Poor infrastructure and post-harvest handling greaily affect the industry's ability to
meet quality standards. Poor and degraded infrastructure (roads, bridges, ports and
arport facilities), limited pre-cooling and cold storage facilities, and poor packaging
have al been cited as contributing factors to post-harvest loss. Edimates of post-
harvest loss range from 45% (Thiru) to 60% (HCDA interview) for the domestic
market where post-harvest cold Sorage is virtudly norrexistent. Poor packaging,
paticularly "long bags' (eg., for cabbage, potatoes, carrots), is adso a maor
impediment to ddlivery of qudity produce to the find consumer. Lack of cold storage
and poor climate control (temperature and moisture) on the shdf is problematic a the
retal level aswell.

Post-harvest loss is less in the export market due to the tight control of the marketing
chan and provison of pod-havest handing fadilities incduding cold dorage,
trangport, and packaging. However, the poor condition of infrastructure greetly
increases the cost of maintaining these facilities (poor roads lead to high truck
maintenance codts, dectricity rationing for cold storage etc.) and the exigting facilities
are not adequate for the volume of exports. Seven new cold storage facilities, which
are currently under condruction in a joint project by HCDA and Japanese donors
and/or investors, will dleviate some of the post-harvest handling needs. However, the
funding and maintenance of these fadilitiesis till questionable.

Fruits and vegetable exporters must compete with flower exporters for limited air
cargo space. Moreover, preference for cargo space is often given to flowers, which
atract a higher tariff of U.S. $1.70-1.80 per kg, compared to U.S. $1.20-1.50 per kg
for fruits and vegetables, hence leaving fruit and vegetable shipments to wait for up to
24 hours. This additiond time lag efects the qudity of some highly perishable fruit
and vegetable commodities and often results in their rgjection at the termina market..
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Poor and congested communication networks (emalil, telephone lines and faxes) dso
inhibits norma busness activities, affecting the flow of information necessary for
standards to be communicated and met.

5.3 Information dissemination and farmer training

Lack of information and proper training can prevent producers from understanding
gandards and how to meet them. This is particularly true for smalholders. In addition
to the absence of basc market information that would adlow famers to compare
prices and negotiate better rates with traders, they also do not have access to the
proper information and training on production practices necessary to meet standards.
This indudes generd horticulturd practices induding choice of seeds timing of
planting and harvest, grading, post-harvest handling, and packaging as well as input
use, induding fertilizer and pedticide gpplication. Moreover, farmers lack training on
management practices such as the documentation of production practices and hygienic
conditions, understanding contracts, credit and financid management, and bargaining
skills. Mogt farmers cited marketing as their number one problem.

This need gems from the ineffectiveness of the extensgon sarvice The Minisry of
Agriculture reported that it was currently engaged in a full horticulturd extenson
program only in eght didricts in the Eastern Province (donor funded). The more than
30 remaining didricts do not have a horticultura extenson program. While not dl of
these 30 didricts need full scade programs (because the potentia for horticulture is not
that high or because there are other more serious condraints to be overcome), it is
important to note that the Minigry is not dlocating horticulturd extenson efforts on
the basis of need.

Extenson services are aso conducted by HCDA, FPEAK, and individual exporters
and pocessors. However, these efforts do not meet dl of the needs for training. There
is a lack of coordination between minidtries, other agencies, and private actors who
areinvolved in training programs.

5.4 Quality and Labeling Standardsfor Inputs

Seed qudity is another maor problem in meeting standards for the export market.
High qudity, certified seeds and planting materids for many commodities are not
avalable domedticaly and must be imported. In order to ensure qudity seeds are
used, exporters and processors provide seeds to farmers as part of a production
contract. They usudly provide a limited quantity of seeds (eg., 1 kg per famer) s0
that there is better control over output quality and production. In this case, however,
traders have b monitor enforcement of the contract more closdy to recoup the costs
of the seeds provided on crediit.

Pedticide labeling does not seem to present a problem for meeting tolerance levels for
exports. Kenyan pegticide labeling regulations do require pedticides to be labeled for
use on certain crops, as is the common practice in the US and Europe. If there is a
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problem with labe regulaions, it seems to be with specificity; for example, a labd
may not specify the type of beans to which the frequency and rate and pre-harvest
interva applies. However once a pedticide is gpproved for use in Kenya, some
growers and applicators use it on any crop regardiess of the labe redrictions. This
would suggest needs both for training of the end users of pedticides, and for
enforcement of unapproved uses. This dtuaion may not currently be detected if
tesing is usudly done for mgor uses while minor uses are assumed to be in
compliance.

5.5 Effectsof standards on the gover nance structur e of transactions

Increasingly higher standards required by buyers in Europe highlight the need for
tight coordination of the production of fruit and vegetables and raise the question of
what type of governance sructure can meet these standards. Supermarkets are the
dominant high-vaue force in the marketing chain for fruits and vegetables and their
sze and market power means they are the ones determining the structure and behavior
of the market upstream. In order to maintain consumer confidence and loydty and
meet food safety legd requirements, paticularly due diligence in the UK,
supermarkets are requiring higher standards in terms of consstency and rdiability of
a supply of high qudity products, tracesbility, environmenta sandards, and socid
standards.

Concerns lave been raised over smdl-scale producers access to export markets given
thar seemingly limited ability to meet the fandards. Severd actors in the industry
assat that a verticaly integrated production channd is the only governance Structure
that can provide the peformance necessary for European markets. According to
FPEAK, about 60 to 70% of the fruits and vegetables exported from Kenya are grown
by smdl famers. However, Dolan et al. (2000) note that the share of smdl fam
production in the fruts and vegetables export market has been declining throughout
the 1990s. No officid datistics could be found to confirm these numbers. Further
work is needed to collect information on the extent of smdl famers involvement in
both the production and marketing of fruits and vegetablesin Kenya

It is important to link smdlholder farmers to the thriving fruit and vegetables markets
because the production and commercidization of high-value crops such as fruits and
vegetables can be beneficid to smadl famers in severa respects. Fird, it increases
their access to cash income to spend on items such as clothes and school fees.
Second, it incresses thelr access to inputs on credit, thereby improving their
productivity. Third, the use of inputs on cash crops has spillover effects on domestic
staple crop production because food and cash crops are often intercropped in the same
field. Fourth, the household can consume whatever is not sold on the market and this
improves the nutritional qudity of their diet. Fifth, growing fruits and vegetables is
usualy more complicated than household food crops and therefore it contributes to
increedng the technicadl and marketing management skills of the grower. Findly,
promotion of smalholder farm production contributes to food security, employment
and income generation in rurd aress, which reinforces the overdl development and
poverty reduction gods of the government.
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Dolan et al. (2000) note that in order to secure a continuous supply of commodities
medting high qudity, environmentd and socid dandards, supermarkets and ther
suppliers are shying away from smdl exporters and smdlholders and relying more on
large firms and large-scde producers where control over standards is more reliable
and less codtly. However, the issue of the cost of meeting standards is not that smple.
The tradeoff is between high externd monitoring and supervison cods and high
internal monitoring and supervison cogt. Thus, is it more cosly to meet the sandards
through vertically coordinated contracts or through complete vertica integration?

Vertical integration is dtractive because of the high transaction cods associated with
deding with many smdl-scade producer groups, especidly given problems of group
coheson and ability to sdf-monitor and the need for close training, supervison, and
monitoring of production and management practices, particularly documentation.
Supermarkets do not trugt the ability of smal growers to meet their high quaity and
safety standards especidly for MRL’s. In turn, Kenyan-based exporters are reluctant
to use smdlholders without assurances from retailers that the produce will be bought
at agreed upon prices (Dolan et al. 2000). As a result, smal farmers and exporters are
being margindized from the supermarket chain. For example, Dolan et al. report that
in 1998, four of the largest fresh fruit and vegetable exporters in Kenya sourced only
18% of their produce from smdlholders. While these figures are illudrative, there is
a dearth of information on the evolution of the share of smdl farmers in the fruits and
vegetable market of Kenya and more evidence needs to be collected before serious
conclusons are made on this issue.  Indeed there are some suggestions that the
gndlholder share may be underestimated; some exporters would like supermarkets
abroad to think they do not buy from smal growers so as to give them confidence
while in actudity they are dill buying from smdl growers.

However, there are potentidly high interna costs to a veticdly integrated firm
asociated with monitoring and incentives for employees. This is known as the
principa-agent problem. Fruit and vegetable production is highly labor intensve. It
adso requires careful husbandry, significant pest and disease control, careful pre and
post-harves handling, and high levd of technicd and manegerid <kills.  These
particular characteristics make it difficult and cogly to develop a system of employee
incentives and monitoring necessary to achieve the required standards. Given these
characterigtics, labor may peform best when given some type of ownership and
personal  accountability in the production process. In addition, large-scde farms
require cogly invesment in infrestructure such as land, irrigation, dectricity, storage,
etc.

Therefore, it is not likdy that dependence on smdl-scde farmers for fruits and
vegetables production will disappear in the near future. In fact, most exporters
combine out-grower supplies with their own production. This means that in order to
promote the fruit and vegetable industry in Kenya, more effort is needed to support
andl farmers in meeting the requirements of the market. Public inditutions in Kenya
have been unable to provide support to smdl farmers in this area and the most recent
efforts have been sponsored by the private sector, NGOs, and donors. It has been
demondrated that smal farmers can meet the stringent standards of EU markets with
assstlance from exporters, trade associations such as FPEAK, NGOs, donor
organizations and SISDO. SISDO, the Smal Independent Services Development
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Organisation, is a project of USAID-Kenya  Through the out-grower schemes
described earlier, exporters are able to closdy control and direct the production of
sndlholder growers to ensure that they meet the code of practices and standards
required by importers. Codes of practice and standards imposed on smdl farmers
may be too codly to implement by the farmer himsdf. However, farmers have been
organized into groups in order to reduce transaction costs and facilitate their access to
the market. Exporters have dso put more effort into convincing retailers that they can
provide them with food that saisfy their dandards, even if it is supplied by smal
famers.  For example, many processors and exporters are now asking their contract
farmers to keep records of pedticide use so they can show them to the buyer if
requested.

5.6 Consumersasadriving forcefor quality standards

European consumers are the driving force behind the high European standards. The
exacting dandards of supermarket, especidly in the UK, are driven by the need to
protect their brand image and maintain consumer trust. In the wake of food safety
dissgters, including mad cow disease and the dioxin scare, European consumers lost
their confidence in their governments to guarantee a safe and secure food supply and
thus, supermarkets have taken the role of protecting the hedth and safety of their
consumers. For those who are successful, the reward is strong consumer loyalty.
However, it only takes one incident for the trust to be lost.

Only a smdl fraction of Kenyan consumers are qudity conscious. Given low average
income leves high qudity demands for fruits and vegetables are not an issue
However, the need for consumer education and awareness about hygienic conditions
and the nutritional importance of fruits and vegetables is grest and is risng. In the
traditional Kenyan diet, vegetables are generdly cooked for a long period of time. To
some degree, this mitigates potentid problems with microbid  contamination.
However, it o reduces the nutritional value of the vegetables.

6. Conclusion

The need for effective grades and standards and food laws and regulations is prevaent
throughout the agriculturd sector in Kenya. Dairy and meat as wel as maize are
important commodity sysems, which would benefit from an andyds of these issues.
Lesson learned from the fruit and vegetable subsector on cross-cutting issues, such as
Kenyan consumer awareness and education, food safety and hygiene issues, and
collective action, can be used as a darting point for the development of a system of
gtandards for other commodities.

6.1 Recommendationsfor Next Phase
Although these condraints are not insurmountsble, a concerted effort is needed to

address them. Following Dorward et al. (1998) and through fidd observations in
Kenya, the conditions for beneficid inter-locking contracts are asfollows:
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1. theee must be competition among traders to prevent monopsony
control over the contracted crop (the down-dde of this condition is that
competitive markets provide room for Sde-sdling and leskage to
dternative market outlets and therefore another means should be found
to enforce contracts and prevent leakage);

2. there must be a guaranteed ouitlet for the find product or stable markets
to reduce the incentive of traders to renege on their procurement from
the farmers;

3. there must be an effective repayment mechanism ether through loans
to groups of farmers that can guarantee the payment of defaulting
famers or effective information about farmers default risk and credit
higory;

4. famers should have access to market information to prevent
exploitation of farmers by traders;

5. the volume of transactions should be large enough to reduce
transaction codts, this is usudly achieved by trading with groups of
farmersrather than individuds,

6. there should be a wel edablished forma or informd network of
traders to control rogue traders, and

7. there should be little dternative sources of raw materid to prevent the
trader from buying from other farmers.

In order to address these problems, we would recommend the following activities by
government agencies, non-governmenta organizations, and other stakeholders.

Government Agencies. We would recommend that government agencies.
Hold a dakeholders forum, to review and recommend mandates and
responsbilities according to areas of Specidization. The forum should be
organized in such a manner as to enable the relevant centrd Government and
gtatutory and/or regulatory bodies to participate actively.
Tran andlor retran daff to implement these more focused and darified
mandates and respongbilities.
Support the redevant inditutions to further develop ther personnd and
equipment capacity.
Strengthen and empower the regulatory capacity to monitor and enforce issues
of grades and standards, including goods and services, through incentives and
disncentives by way of palicy, laws, regulaions, bylaws and guiddines.
Buld the necessary capacity to effectivdly guide the legidation, and to
negotiate and lobby a locd and international forums for the interests of the
government and the people of Kenyain reation to fruits and vegetables.
Devdop sudaingble dissemination moddities to communicate  pertinent
information widely to stakeholders.

Non-governmentd  Organizations.  We would recommend that non-governmentd
organl zations develop their capacity to:
Identify goods and services that would be required by their condituencies in
order to develop the technical and human resources necessary; package and
relay these to beneficiaries.
Lobby for community rights at local and internationd levd.
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Liaise with government and other development agencies.

Carry out research on the impact of standards and grades in their areas of
juridiction.

Improve the economic base, hedth, nutrition and in generd the wedfare of
their beneficiaries through empowerment, skills development and networking.

Farmers, Processors and Exporters. We would recommend that farmers, processors
and exporters:

- Formadize group datus where applicable.  There is need for food-specific
commodity-exporting organizations, eg., bean exporters, Adan vegetable
exporters. These may include producers who grow for export.

Organize farmer groups to facilitate production and marketing, as wdl as
liagng with exporting organizetions. Farmer groups should obtain accurate
and up-to-date market information. They will need training in management,
bookkeeping, and financid metters.

Lobby for traning in technicd and managerid opportunities through ther
associations.

Train in quality management and seek quality assurance certification.

Develop forma business working partners and networks.

Acquire vaue-adding capacities.

Rase hedth and nutritiona awareness among proprietors and workers for
improved outputs.

Raise funds for above activities.

Consultants and Professonals. We would recommend that consultants and
professonds:
- Form umbrela bodies for sdf-regulaion and as an avenue to improve qudity
of services.
Keep up with technology development and information and disseminate the
same to end-users.
Contribute to local consumer quaity awareness.
Carry out impact assessment.
Develop tools to assst producers with projections of their productivity to
improve efficiency especidly in software packages.
Provide professond and credible training for end users.
Form networks with partners and collaborate with other stakeholders.
Develop capacity to effectively disseminate market information to end users.

Inditutions of Higher Learning. We recommend that ingtitutions of higher learning:
Develop generd and specidized human resources in standards and grades for
the fruit and vegetable industry at short course, certificate, diploma and degree
levels

Research Indiitutions. We recommend that research inditutions:
In the context of development, focus on research with respect to qudity
assurance and management of fruit and vegetable production, processing,
digtribution and marketing for loca and export markets.
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Figure 3: Export Market for Fresh Fruits and V egetables
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Figure 4: Export Market for Processed Fruits and V egetables
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Figure 5: Domestic Market for Fresh Fruits and Vegetables
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Figure 6: Domestic Market for Processed Fruits and V egetables
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APPENDIX A
TEAM MEMBERS

Harris, Craig K.
Ingtitute of Food and Agriculturd Standards, Michigan State University
agriculturd  sociologist with expertise in systems of dandards and
grades

Hegarty, P. Vincent
Ingtitute of Food Laws and Regulations, Michigan State University
food scientists with expertise in internationd food laws and regulaions

Kherdlah, Mylene
Internationa Food Policy Research Indtitute
agriculturd economist  with expertise in internationd  trade and
development

Kimani, VirginiaW.
Pegticides and Agricultural Research Centre
plant pahologis with expetise in pet management and pedticide
toxicology

Mukindia, Christopher B.
Eco-Agri Exports Consultants
agronomist with expertise on ethicd trade

Ngige, JaneM. T.
Biosystems Research and Devel opment
food scientist with expertise in qudity assurance and qudity control

Sterns, PatriciaA.
Ingtitut National des Recherches Agricoles
agricultura  economist with expertise in drategic use of grades and
standards

Tatter, Jordan B.
Hanson Cold Storage Co.
agrifood indudridist  with expertise in dorage, trangportation and
marketing
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APPENDIX B
PERSONS CONSULTED

Aleke, Margaret
Kenya Bureau of Standards
Senior Standards Officer

Brown, Margaret
United States Agency for Internationa Development
USAID/Kenya
Chief — Office of Agriculture, Busness and Environment

Chandran, K.
Hortima Limited
Grower and exporter

Githing, Mary
Minigtry of Agriculture and Rurd Development
Kenya Plant Health Inspectorate Services

Gitu, Njau D.
Transafric Internationd Limited
Managing Consultant

Imungi, Jasper K.
Univerdty of Nairobi
Faculty of Agriculture

Dean

Kamau, Mercy W.
Egerton Univeraty
Tegemeo Inditute
Research Fellow — Agricultura Economics

Keeru, Joseph K.
Kenya Bureau of Standards
Principal Standards Officer (Food)

Kibuni, Rhoda W.
Farmer

Kiome, Romano M.
Kenya Agricultura Research Inditute
Deputy Director
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Mathooko, Francis M.
Jomo Kenyatta Univeraty of Agriculture and Technology
Department of Food Science and Postharvest Technology
Chairperson

Mbaya, John S.
Ministry of Education, Science and Technology
Nationd Center for Science and Technology

Mukumbu, J. Mulinge
United States Agency for Internationa Development
REDSO
Agriculture Program
Specidist/Economist

Mulle, Maria
United States Agency for Internationad Development
USAID/Kenya
Research and Technology Program Manager

Muraguri, Gladys
Wamu Investments
Horticultural exporter

Murimi
Kibirigwe Irrigation Didrict Scheme
Agronomic Adviser

Mwaura, Eric N.
Greenbdt Movement

Ndiritu, J. H.
Universty of Nairobi
Department of Crop Science
Senior Lecturer and IPM Specidist

Ngovi, Julius M.
Kenya Bureau of Standards
Assigtant Director
Head of Testing Services Divison

Okundi, Philip O.
Kenya Bureau of Standards
Managing Director

Olayo, diusO.
Kenyatta University
African Virtud Universty
Adminigrative Assgant
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Onyango, Christine Akoth
Jomo Kenyatta University of Agriculture and Technology
Department of Food Science and Postharvest Technology
Lecturer — Food Processing and Preservation

Rotich, Margaret C.
Kenya Bureau of Standards
Deputy Managing Director

Shah, J. N.
Trufoods Limited, and Kabazi Canners Limited
Managing Director

Songa, Wilson A.
Kenya Plant Health Inspectorate Service
Assgant Director for Plant Protection Services

Thiru, Alex
Gakumbi Limited
Managing Director

Thuku, Zaweria
Minigtry of Agriculture and Rurd Development
Department of Agriculture
Horticulture Divison

Vadya, S. D.
Trufoods Limited, and Kabazi Canners Limited
Operations Manager

Wagura, J. K.
Fresh Produce Exporters Association of Kenya
Agronomist

Y ako, Wilfred
Minigtry of Agriculture and Rurd Development
Horticultural Crops Development Authority
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APPENDIX C
SITESVISITED

ChukaMeru Village Growers Organization
discussion with leaders and growers
tour of production, grading and storage facilities

De Monte Kenya Limited (Thika)
discussion with operations supervisor and quaity assurance supervisor
tour of processing facilities

Suburban Farm
discussion with irrigation supervisor and pest management supervisor
tour of production fecilities

Food for Thought
discussion with operations manager
tour of processng facilities

Fresh Produce Exporters Association of Kenya
discusson with assstant director and public relations manager

Government of Kenya

Kenya Agricultural Research Inditute
Directorate
discussion with deputy director

Thika Research Station
discusson with various saff
toured research plots

Macadamia Research Station
discussion with director
toured research facilities

Kenya Bureau of Standards
discussion with deputy director and various officers
toured library and electronic resources center

Kenya Plant Hedlth Protectorate Services
discussion with assistant director
tour of laboratory facilities
vigt to office a arport
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Government of United States of America
United States Agency for Internationa Development
discussion with chief of agriculture office and various Saff

Jomo Kenyatta University
African Virtud Universty
discusson with administrative assstant
tour of facilities

Jomo Kenyatta University of Agriculture and Technology
Department of Food Science and Postharvest Technology
discussion with chairperson and various faculty
tour of laboratory facilities

Kabazi Canners Limited (Nairobi)
discusson with managing director and operations manager

Kabazi Canners Limited (Nakuru)
discusson with supervisor of food technology

Kiambu Town Market
discusson with various fruit and vegetable deders
tour of marketing facilities

Kibirigwe Irrigation Scheme
discussion with agronomic adviser
tour of operating farms

Kikuyu Roadside Market
discussion with various fruit and vegetable deders
tour of marketing facilities

Mweya Refrigerated Storage Facility
toured congtruction Site

Trufoods Limited (Nairobi)
discussion with managing director and operations manager

Uchumi Hypermarket — Westlands (Nairobi) Store
discusson with store manager and various staff
tour of retailing and storage facilities

Univergty of Nairobi
Faculty of Agriculture
discussion with dean

Westlands (Nairobi) Neighborhood Market
discussion with various fruit and vegetable deders
tour of marketing facilities
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Zucchini Grocery Store — Westlands (Nairobi)
discussion with owner/manager
tour of retall facility
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APPENDIX E

TECHNICAL WORK SHOP REPORT
15-17"" AUGUST 2000
NARO MORU RIVER LODGE

ASSESSMENT OF STANDARDS & GRADESON FRUITS& VEGETABLES
INKENYA
TECHNICAL WORKSHOP AT NARO MORU RIVER LODGE

SUMMARY

The objective of the three day workshop (15-17™" August 2000) was to bring together
representatives from key sakeholder groups concerned and affected by food and
agriculturd standards in Kenya to a forum to identify congdraints to setting, embracing
and conforming to standards. Participants were drawvn from four main categories --
dandards organizetions, fruits and vegetable processors, primary  producer
organizations, and research indtitutions.

Among the issues addressed weree  the role of food production in economic
development; fruits and vegetables production; processng and marketing; Standards
sting, implementation and  regulation; international  trade and the application of
gtandards and grades and needs assessment for capacity building and human resources
development.

The workshop participants ddiberated at length on challenges faced by the fruit and
vegetable industry in production, processng, marketing and in accessng technicd
support services, detalls of which are avalable in the full Report of the Technica
Workshop which follows this Summay. It emerged that mgor concerns in
production and processing revolve around access to pertinent information on quality
issues, whose current source is the few mgor players (exporters) and their agents, the
media, farmer organizations and, sporadicaly, from the Ministry of Agriculture. Even
50, the technicd interpretation of the information remains a mgor hurdle, as there is
limited capacity on the ground to dissaminate it to the farmers through the
government sponsored extension service.

In the marketing of the produce, the export sector has developed structures based on
the market demands. These include marketing channels, qudity control measures and
business contractud arrangements. On the other hand, the loca market is riddled with
undefined marketing channels, complicated by high produce losses due to poor post
harvest handling, storage and packaging. In the absence of consumer awareness on
quaity issues, there is no monitoring and regulation of public hedth parameters,
except those that are demanded by government licensing officers.

Spurred by the export market demands for quality assurance, limited technical
sarvices have emerged mainly from the private sector, abeit in poorly coordinated
manner. Motivated by the economic incentives accruing from the industry and the
non-involvement of the government, the rate of development of standards and grades

El
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in fruits and vegetables evolved far ahead of the government regulation capacity. It is
therefore not a surprise that the government standards body, Kenya Bureau of
Standards (KEBS), charged with the responshbility of developing standards, has been
relegated a “gpectator” in the implementation and monitoring of these standards. The
Horticultural Crops Development Authority (HCDA), a government regulatory body,
is in the same dilemma and as a result has not developed its mandate in terms of
policies, guideines, human and technica resources to match the requirements of the
indugtry.  Under this scenario, the participants examined the training needs in the
various public sector and private domains with respect to existing capeacity, not only
to deveop the sector, but much more importantly, to sustain the invesments and
efforts of the private sector, the foundation of which is threatened by the rapidly
emerging, globa trading requirements in a competitive and saturated market.
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ASSESSMENT OF STANDARDS & GRADESON FRUITS & VEGETABLES
INKENYA

TECHNICAL WORKSHOP AT NARO MORU RIVER LODGE

REPORT

A technica workshop on the assessment of dandards and grades in fruits and
vegetables in Kenya was attended by 23 participants in among whom were five
members of the AFID team condituted by Michigan State Universty (MSU). Other
paticipants were invited from various dakeholder groups in fruit and vegetable
production, processing, regulation and marketing in Kenya

The purpose of the workshop was to bring together representatives from key
dtakeholders, concerned and affected by food / agriculture standards and grades in
Kenya, focusng mainly on fruits and vegetables, to a common forum that seeks to
identify condgraints to adoption and conformance. They were drawn from sandards
organization; fruit and vegetable processors, primary producer organizations, research
indtitutes, government regulation bodies and development agencies.

The firs¢ day of the workshop focused on thematic papers on productivity and
regulation. The second day was devoted to exploring opportunities in the market place
and in identifying the necessary capacity required. Findly, the workshop came up
with apractica action plan.

Specific objectives
i) To address the impact of food quality on national economic indices
i) To explore productivity, processng, marketing opportunities for fruits and

vegetables.

iii) To search moddities of harmonization of <Sandards, grades and policy
guiddines.

iv) To assess areas that require capacity building.

V) To draw away forward

Expected outputs
A participatory standards and grades and grades assessment for Kenya

Sessonl|
Day 1 - 15th August 2000
The workshop started at 8.30 am with registration and introductions of participants.

The workshop should have been opened by the Director of Kenya Agriculture
Research Indtitute ( KARI) who regrettably was unable to attend.

Mrs. Jane Ngige prompted the start of the workshop by presenting the welcoming
participants and presenting the work program and the objectives
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The following is a summary of the proceedings and the consequent discussions. Mr.
Gitu moderated the sessons while John Wagacha and Jennifer Muriuki took sesson
notes.

Paper 1 Relationship between human nutrition and productivity.
Mr. Njau Gitu

This paper focused on effects of manutrition on economic development. Manutrition
should be mitigated againgt a an early stage to ensure that the population does not
hold economic deveopment & hostage a a later sage.  Madnutrition mainly affects
women and children. Nutrition has adirect corrdlation with HIV/AIDS

Some effects of malnutrition

= VitA, lodine and protein deficiency reduce surviva, productivity and intelligence

» Lack of lodine causes economic loss to Kenya of 19 hillion over a period of 10
years

=  Sunting causes economic loss of15 hillion while losses due to anaemia is rated a
27 billion. The grestes problem in Kenya regarding manutrition is affordability
of iron rich foods and regular medical checkup.

Comments. Margaret Aleke suggested an initiative to educate the population both a
home and a inditutiond level on the economic and socid importance of objective
nutrition.  Mr. Mukindia highlighted the fact that most of the farmers producing for
export market focus on the export requirements and literdly forget to pay attention to
growing ther own food which provides adequate nutrition (hidden cost of production
for exports.)

Paper 2 Fruits and Vegetable Production, Processng and Marketing for
local and export market. Wilfred Yako- (HCDA)

The paper summarized chalenges of the export market as.

Challenges from other export countries

Failure to meet market demand

Low quality produce

Unavailability of high qudity seeds

Inadequate and/or relevant research

Adverse publicity

Poor extension services

Lack of good access roads

Discussions:
Q Dr. Kimani - How is data collection by HCDA caried out and its availability
to members.
A Dr. Mbaya ( Council for science and technology) gave an overview on the
mandate of HCDA,, in short:
HCDA is a govenment paradtatal, charged with deveoping and promoting the
horticulture industry. It has technical and marketing departments.
Q Crag Harris -Which importing countries give Kenya greatest problems in
standard and grades
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A Yako - EU whichisvery drict while the Middle East not very drict

Mr. Mutiso (Chairman Fresh Produce Exporters Association of Kenya (FPEAK)
highlighted that the EU has harmonized their requirements and that they ae very
grict on MRL’s, firg indituted in 1993. FPEAK is in the process of providing this
information on the net for members

Paper 3 Codes of Practice- Environmental and social standards
ChrisMukindia

Codes of practice - are based on requirements that consumers feel are not adequately

addressed in the specifications, standards and requirements

There are different types of codes of practice

a) Pressuregroup codes of practice — eg. far trade label maximum havelaar
b) Market codes of practice e.g

I.  Hower labd programmes (FLP) sponsored by BIG of Germany.

[1. Individua supermarkets.

C) Producer organization codes

1. FPEAK

2. Kenyaflower council

The latter to have a national code of practice drawn from FPEAK and KFC codes of
practice

d) COLEACP - Hamonization of codes of practice from Caribbean, Africa and
Pecific

Codes cover 4 categories
|. Socid welfare of employees
Il. Pegticides and agrochemicas
[11. Conservation of the environment
V. Qudity Assurance, Traceability and Documentation of operations

Shortcomings
Exporters have to finance to implement codes practice.

Q Dr. Ndiritu - Should the government draw some guidelines on the codes of
practice from which other stakeholders should base theirs on.

A Yako - Horticulturd industry has performed very wel in Kenya because the
government has dlowed the industry to propd itsdf with minimum interference. This
is believed by many to be the engine of the rgpid development and expanson of the
fresh produce exports in Kenya. However, Dr S K Mbaya feds that the government
has a crucid role to play in regulaion to ensure that quaity coming from the country
is not compromised by unscrupulous and irrespongble exporters, which will be
viewed as a country problem rather than an individud exporter's problem. In
agreement, Margaret Aleke of the KEBS fdt that government guideines are required
and should be provided probably by KEBS.

Paper 4 Production & Marketing of Fruitsand Vegetablesin the US.
Partricia Sterns.

ES
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Patricia started by introducing MSU/Biosystems initiative on standards and grades as
aresponse to the globd interest in product safety and qudlity in the globa markets.

Issuesin theUS
Production contracts dominate
There has been a shift from a commodity to a vaue added orientation
Price volatility and depressed prices
Continued over production
Changing consumer needs
Trends affecting grades and standards
Vaied consumer trends high demand for fruits and vegetables driven by hedth
concerns
Shift in attributable preferences from appearance and taste
Food safety concerns
Microbia contamination concerns
Pegticide residues

Q Mukindia - with mgority of famers being under contract farming ,why over
production?

A -Harris - Contracts are for 25 - 50% not 100%. Overproduction due to anticipation
of fetching higher prices el sewhere outside the contract.

A- Petricia- Farmers enter into contracts for income stability.
Farmers see contracts as necessary evils since quite occasondly, a the time of
harvest, the product prices are higher than contracted prices

Q -Dr. Kimani - Are there regulaions on imports into the US geared to protecting
own production?

A -Agriculture has a pogtive baance of payment in the US leading to a point where
they will export more than they import.

Q -Mercy Kamau - in the name of qudity, how far do the producers lose and the
consumer gains?

A-The consumer isking as long as the producer needs his business.

Q -Dr Mbaya - What are the consumers reactions to geneticaly modified Fruits and
vegetables

A Harris-Americans have varied reactions to GMOs

GM tomatoes with longer shdf life were not eesly accepted because of poor or
unfamiliar taste and texture characteritics. However grains, which are pest and
disease resstant have been in the US market for awhile.

Q Why ae some of the products exported from US lower in price to importing
country than localy produced products
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A Dr. Ndiritu - because efficient production leads to lower production costs

Comment Vincent — The USDA and FDA ae committed ensuring that foodstuffs
offered to citizens, meet food safety regulaions dthough they may not dways be
tasy. It serves well to remember that present-day consumers look for convenience
minimum sophidtication in processng required whilst products should be consumer
friendly.

In summary, Mr. Gitu emphasized that there are benefits for producers to target a
specific market.

Group Discussions based on the following topics:

1 Production and Processing Condraints
2 Marketing Issues
3 Technical Support Services -

Group 1 Production and Processing Constraints (Group 1)
Presented by Mr. Chandran

With liberdization there has been remakable changes in the horticulturd indusry
despite the following congraints,
Lack of proper funds for information in terms of quaity and quantity
High cost of production: based on scde of production, high input cost i.e fertilizers,
peﬁludes All thisis made worse by:
Dedining economy.
Markets controlled by afew mgor players.
Conflicting information on qudity levels in the export market prevdent eg. could
acustomer take a bruised fruit that has no pesticides ?
Harveding — farmers will only harvest when resources are available
Ethicd issues— having no concern for the consumer or the producer
Lack of proper planting materialsin terms of qudity and variety
Lack of proper farm administration and record keeping
Capitd problems, to address the issue of qudity, a lot of money is required and
borrowing is very expensve in Kenya.
Producers faced with giff competition due to liberdization.
Unfar market behaviour -  Even under contract farming, producers reduce
produce prices when there is over production
Lack of infrastructure is dso detrimental as the producer cannot eedly access the
market
Insengtivity of the loca market to quality - farmers not compensated for quality.

Quegtion: Mylene Kherdla (IFPRI)
Who should provide qudlity information?

Answer: Dr. Mbaya (NCST)



IMPACTS OF STANDARDS ON THE FOOD SECTOR OF KENYA

Information collection is very difficult and should not be the sole responghility of the
Government.

Comments:

Mr. Musyoka (Woni):

Should have a neutra sysem because of outdated information from the government
getting to the producers

Dr. Kimani (Pesticides & Agricultura Resource Center):
Lack of co-operation from the private sector who are not ready to volunteer
information to Government personnd.

Mr. Harris Craig:
It is not necessary to establish a producers body?

P. Vincent Hegarty (MSU):
suggested role of mediain information provison in markets

Mrs. Thuku (MOARD):
They have a branch a the Minidry of Agriculture. This department used to provide
information to interested parties on adaily basis.

Mercy Kamau (Tegemeo Ingtitute):
Media information is not reliable as they print different prices from ones enjoyed by
the trader

Chris Mukindia (AGROM):
Theinformetion is available, the problem is dissemination of the information.

Mr. Harris Craig:
Information can be acquired through liaising with Embassies.

Group 2 Marketing I ssues (Group 2)
Presented by Margaret Aleke

Loca Market - Products sold a urban market, openrair markets, green grocers and
kiosks)

Congtraints
- Transport problems
Middle men who enjoy high profits
Congedtion in the market
Lower product quality (damage) due to handling
Chemica gpplications not addressed
Lack of proper information
Lack of knowledge and rights, consumer not aware of pegticide control leve
requirements
Poor packaging of market products due to duty paid on packaging products
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Monitoring and enforcement not in place eg. resdud levels

Export Market
More organized
Carry out andyss
Carry out physica checks at the airport
HACCP should be in place for every producer
A regulatory body should ensure qudity requirements are in place

Quedtion: Eric Mwaura (Green Bt Movement)
Why Kaes are not covered by standards

Answer: Margaret Aleke (Kenya Bureau of Standards)
If there are not, then safety issuesin regard to Kales should be looked into.

Comments:.

Dr. Ndiritu (University of Nairobi)

Fdt that smdl-scae farmers should be grouped together and process at a regiond
levd.

Mrs. Ngige (Biosystems Limited)
Horticulturd key bodies have initiated this.

Dr. Kimani (P&ARC)
It is not enough for anyone to say they do water andyss without proper
interpretetion.

Group 3 Technical Support Service (Group 3)
Presented by Mylene Kherallah (IFPRI)

Private sector ahead of the Government

The private sector requires training of stlandards personnel
Implementation — too many actors with poor coordination
Awareness and dissemination — extenson system lacking

Problems
Financid
Lack of motivation

Question: Dr. Mbaya (NCST)
Could the other stakeholders be involved in the development of standards at KEBS

Answer: Margaret Aleke (KEBS)
KEBS ae dready liasng with other parties in the devdopment of Standards.
Development of Standardsin Kenyais not taken as the sole prerogative of KEBS.

Comments:
Harris Craig
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The Government should require Monitoring and survellance.  Enough is not currently
donein Kenya.

Margaret Aleke (KEBS)

KEBS not aware of enforcement of d<andards in horticulture because of the
assumption of the presence of other players. Concentration is on processaed fruits and
vegetables.

SESSION 2
Day 2: 16th August 2000

Recap by Njau Gitu

Food production in relation to economic performance

Production and export of fruits and vegetables

Codes of Practice

Production and export of F&V to US Markets

Group Discussions— 3 Groups

Dissemination of information quite poor as farmergproducers do not get qudity
information. Thiswas the generd consensus from al three groups

PAPERS BRIEFS

Food lawsin Kenya— KEBS

Monitoring on compliance of exports KEPHIS

Organic farming (ABLH) needs more serious emphasis

Green Bet Movement addressed issue of environmenta conservetion in reation to
food security

FPEAK —Promoting standards for export market in the horticultura industry

Role of Minisry of Agriculture Promoting agricultura activities through increased
production, information provison, coordinating various agriculturd sectors, assding
producersin their marketing initigtives

Paper 5 Linking small scale farmers access to the international market
Mylene Kheralla

Benefits of supporting smdl-scde farmers
Improved nutritiond diets
Upward cash income
Upward access to input use and productivity
Promotes food security
Improved technica and management skills
Divergfies commercidization channels
Linkage of small-scale farmers to export markets
Spot market
Advocacy of out grower scheme
Rdiable and timely outlet of their products
Rdiable and timely supply of inputs
Reduced transaction costs
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Reduced price risk and transaction costs

Quadlity and standards met

Competition among traders

Wel| established network of traders

Little dternative supply of rawv materids

Small-scale access to market information
Small scale share of production has declined (18%) — losing out in export market
Fruits & vegetable industry dominated by foreigners

Consgtraints
- Hnancid — need credit . Characterized by high loan default
Infrastructure — poor roads especidly in the rural areas
Lack of storage facilities
Poor post harvest handling conditions to increase their market share
Poor Information provison eg. lack of proper pedticide gpplication rates and
methods

Remedies
- Investment in research
Investment in extenson
Smadl scde farmers access to market information
Enforcement of contracts with farmers
Access dternative markets — markets not dominated by sophisticated deders in
terms of quality standards e.g. middle East markets

Question: Mercy Kamau (Tegemeo Ingtitute)
Mgority of smal-scae farmers sell to supermarkets and fedls that 30% export market
isquitelow.

Answer: Mylene indicated that these were the only figures available.

Paper 6 Overview of Scientific & Research of Fruit & Vegetables in Kenya
Dr. John Mbaya (National Council for Science & Technology)

F&V indusry is vey dynamic. Nationd Councll & Science and Technology
coordinated al research issuesin Kenya.
Mgor government policy is to dleviae poverty. In 1970's the horticulturd industry
was in the hands of small scale producers, cooperative and afew large scale producers
Magjority of producers export al the fruit and vegetable and do not consume any. This
has been confirmed by high manutrition levels. Horticulture is the mogt viable
growing sector in agriculture.  More emphads should be in F&V because of their
nutritional status.  F&V marketed as fresh or processed products apart from the
conventiona production methods, there are other new techniques:

Biotechnology — genetic engineering

Tissue Culture

Tranggenic frut and vegetable available on the internationd markets
People worried of GMO products because of hedlth implications
Kenya lacks personnel/equipment to detect GMO products
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Q. MR. Mukindia- How is grading and standardization of GMO’ s done
A. May - Monitoring and evauation caried out by inspectors a Narobi and
Mombasa (entry points)

Suggested Remedies
Advocacy for indigenous vegetables
The should be less emphasis on exatic fruit and vegetable
Opening up new Marketing channels
Include socia and economic aspects
Research on effects of handling grades and standards at marketing points

Policy Issues

Policies have changed because of economy liberdization giving more power to
private sector through SAP's, Government is pulling out and empowering the private
sector

Structurd Policies
Agriculturd policy — National Food Policy
Horticulturd policy not yet findized, however, it gives emphasis on export market.

All researchers have to be cleared to carry out research in Kenya
Research should bein the interest of Kenya
NCST Very drict on bio-safety regulations

Congtraints
- Adoption of research recommendations
Research has not been very relevant to the producers
Poor implementation of government policies due to bureaucracy and financid
congdraints
Low government alocation for research

How to increase production of F &V
Use of fertilizers
Use of new high yielding variety recommendations
More research
Moretraining

Quedtion: Vincent Hegarty (MSU)

What gpplications have been made to the Government on GMO's ad labding policy?
Answer: Dr Mbaya

Could remember sweset potatoes, BT maize and tomatoes with longer shdlf life

Labding is a drict requirement from the Government on GMO's, to ensure that the
consumer can choose what producers have.

Comments

Mrs. Thuku (MOALM)

There is an extenson research body in the MoA hence there is a proper linkage
between research and extension
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Dr. Mbaya (NCST)
Concurred that researchers could not be addressing red problems affecting producers.
NCST isidentifying research priorities

Margaret Aleke (KEBS)
KEBS s condtituting technica committees on GMO' s to address safety issues

Mr. Mwaura (GBM)
Is there a correlaion between the bio-safety committee and the one from KEBS

Margaret Aleke (KEBS)
The committee & KEBS has sat dandards for GMO'’s and will look a whether they
have any hedth implications for human populaions

Q. Mr. Chris Mukindia (AGROM)
Since one of the roles of NCST is to advice the Government, what has it done to
ensure that the farmers recelves technical informetion

A. Dr. Mbaya (NCST)
The Government has dready placed KARI under MOA.

Alex Thiru (Gakumbi Limited)

GMO'’s have international implications, why has Kenya accepted GMO's without a
national consensus.

Mercy Kamau (Tegemeo Inditute)
GMO' s should be discouraged in Kenya. They are athreet to human hedth.

Dr. Mbaya (NCST)
NCST has had three workshops to create awareness on GMO’'s where mgjor NGO's
were represented

Dr Ndiritu (UON)
BT maizeisdready being grown in Kitae. More caution on use on GMO'’ s required.

Mercy Kamau (Tegemeo Indtitute)
GMO's spread by technical staff carrying out research to propagate at their farms and
spreads to neighbors

Dr. Mbaya (NCST)
NCST asking applicants what measures they have taken to ensure that these do not get
out of research stations

Dr. Ndiritu (UON)
Suggested that a quarantined system to be introduced
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Mrs. Ngige (Biosystems)
Informed participants that quarantine does not aways work and gave an example of
agrobacterium which has spread al over because of systems failure to work.

Dr. Kimani (PARC)
A lot is being done to ensure that there is no leskage of GMO's

Mr. Gitau (Biosystems)
Appeded for inditutions in charge to ensure that Information gathered is properly
disseminated

Mercy Kamau (Tegemeo Indtitute)

Paper 7 Activities of Tegemeo I ngtitute of Egerton University
Presented by Mercy Kamau

Tegemeo works in collaboration with:

MSU on food security

Ford Foundation on sustainable agriculture

Targets policy makers in Kenya, producers, lobby groups who may require
information after carrying out surveys. Has 2 senior researchers and 3 research
flows

Carries out research on 1700 households co-funded by USAID

1994 the indtitute addressed cost of producing in horticulture and diversification

1999 addressed produce and marketing sysems in horticulture, opportunities and
congdraints

Collecting data/ information on the local market

Question: Mr. Craig (MSU)
What are the mgor problems on sandards and grades in regard to fruit and
vegetables?

Answver: Mercy Kamau (Tegemeo Indtitute)
Lack of information on the side of the producers

Quegtion: Mr. Craig (MSU)
Has there been an incident where some producers are excluded from a loca market
because of standards

Answer: Mercy Kamau (Tegemeo Indtitute)

Some producers have been excluded from lucrative markets due to non-compliance
Comment

Mrs. Ngige (Biosystems)

A lot of exporters are going into their own production because of falure by out-
growers to meet st dandards resulting in the out growers being excluded from
lucrative markets.

Dr Mbaya (NCST)
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Government opening up to the private sector. NCST can be contacted directly on any
issue touching on policy. NCST is developing a web dte to improve information
dissemination

Quedtion: Dr. Mbaya
Does Tegemeo Inditute have aweb ste for information dissemination?

Answer: Mercy Kamau (Tegemeo Indtitute)

Yes Tegemeo is developing a web dte.  Please note that their role is primarily in
research and advocacy. After research, Tegemeo holds stakeholders workshop to
disseminate research findings.

Question: Alex Thiru (Gakumbi Limited)
What isthe criteria used for determining areas of research

Answer: Mercy Kamau (Tegemeo Indtitute)
Tegemeo in collaboration with stakeholders identify priority aress.

Margaret Aleke (KEBS)

Are exporters contracting out growers offering extenson services to ensure that out
growers are not cut off because of fallure to meet standards?

Mercy Kamau (Tegemeo Inditute)
Mgority of the exporters specidize in information in regard to safe use of pesticides
literdly ignoring other issues farmers require

Dr. Mbaya (NCST)
Some international organizations eg. ICIPE, ILRI have no mandate to go to the fied
to disseminate information to the our growers

Mercy Kamau (Tegemeo Ingtitute)
Information dissemination done through stakeholder’ s forums

Mr. Chandra (Farmer/Producer)
Consumers are more interested in mangoes with certain fibre content. This tends to
exclude some producers from the international market

Fruits & Vegetables Standards and Grades Technical Workshop

Mrs Thuku The Minigry of Agriculture (MOA) dso has a depatment of home
economics which broadens addressing the farmers’ needs.
Q Craig: Where can gatistics from MOA be located?

A Mrs Thuku: Data collected by Front Extenson Workers is submitted to the location

leve and dl the way to the headquarters. At the headquarters, an annud report is
developed.
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Comment - Mercy appreciates the comprehensive data from MOA. Liaison with other
bodies especidly on training is very crucid. There should be a coordination between
dl bodies working in the fidd for more effectiveness Government should lead in
ligison.

Comment - Rhoda Warimu (Kibirigwi Scheme) - Started horticultural production in
1968 of cabbages, pepper and tomatoes They had no marketing groups but used to sdl
to middle men. Had a good business by then.

Later a firm was opened at Karatina to supply to Nairobi. Good business but it closed
down.

Later another group was formed which offered training The group felt the need for
formation of a buying agency (ies). Highland Canners entered into five years contract.
They were buying the produce at very good prices but left after 5 years. MOA did a
very good traning on faming. The schemes peformance has been declining
especidly because of poor marketing channels as well as declining prices.

NGOs wisdom.

Fed NGOs could assg a lot. NGOs used to provide loans which greetly benefited to
farmers.

Paper 8 International trade in fruits and vegetables, opportunities and
constraintsin case studies. Alex Thiru

Horticulturd cooperative union was the forerunner of HCDA. Horticulturd
production in Kenya currently stands at 30,000,000 tonnes and exports are 98,000
tonnes. Has grown for the last 3 years aout 66 times exporting about 4% of the total
production. 45% of the horticultural production goes to waste. Kenya has a reasonable
processing capacity mainly in canning, freezing and little capacity in drying.
Problemsin processing

Intermittent supply of raw materids.

Mainly done for export market.
Kenya is a leading supplier of fruits and vegetables in the world. It is dso a leading
supplier of Asan vegetable in European and middle East markets.
Kenya dso exports pineapples to Europe but high ar costs hinder frut and vegetable
export hence the need to explore transport by water. Growth of the industry is
indicated by exports and newcomers
200MT of horticulturd produce is shipped out everyday a the arport. However,
Kenya dill has un-exploited potentid. The mgor Kenyan markets are European,
Middle East and regiond markets. The market share of fruits is European union 70%,
Middle East 17.5%, others 12%.

Congraints

|. Inadequate infrastructure

Il. Regulatory and trade regimes

[11. Legd environment

IV. Trade cost too high- average price of fine beans 1226 Ksh / kg, passon fruit is
339/=/kg

V. Air freight too expensve.
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Recommendations
Enhanced use of water trangport. This will result in shipping higher volumes and
higher profits.
Cogting and pricing of fruits and vegetables
Has dready favoured the exporter income delivered by exporters about 25 77 % of
wholesde price. The Producer is a the mercy of the exporter. Exporters form a cartel
fixing prices.
suggests formation of a famers companies to be administered a commercid
level where they should hire skilled manpower in the view of the fact that mgority
of the producers do not have agricultura training. Farmers organizations could be
assisted by nationd bodies such as FPEAK.
There are other trade barriers.
Sustainability of trade regimes remains a critica issue.
More advocacy and lobbying is required in regard to Internationd trade e.g. in the
EU legd environment needs enhanced lega guidance and capacity building.
Arbitration system suggested
A lot of resources required
Summary of Recommendations
1) Expansion of seatrade
2) Exploit potential areas
3) Fruit canning, processing and drying
4) Emphasson niche markets.
5) Regiond and idand markets.

European union imports about 5 million tonnes of bananas from Kenya.

Kenya exports 200 tonnes of banana /yr.

Mangoes exports are about 4000 tonnes/ yr. 16 5% of the totd fruits exports.

Avocado 9,232 tonnes (1990) 59.2 % shipping by sea has been successful. Increased

vegetable canning and freezing is about 23,000 tonnes.

Drying technologies should be expanded because people are very choosy on foods
today to provide products which are in demand when required.

There is need for a national centre to coordinate activities in the horticultural sector

which should aso provide information on market trends.

Q Mylene- Are there any producersin the web site?

A Alex - Yes

A Chandran -is it true that it chegper to trangport from S. Africa to Europe than from

Nairobi.

A Alex - Y es because of the South bound cargo

Comments

Mary - Legd frame work requires more emphasis especialy because of great losses

experienced by exporters

Mercy - pay more interet in letter of credit. For farmers to form companies, they
require a lot of information. Mgority of the horticultura producers are well educated
and knowledgeable.

Q Mercy - Internationd trade treaties - who benefits ? Farmers do not benefit from the
Zero(0) tariffs.

A Alex - Higher profit margins are not enjoyed by the producer. They do not know
what pricestheir products fetch at the European markets.
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Comment: Dr. Ndiritu - Farmer groups benefits from expert services where farmers
are contracted and agree to pay for professonal services and charges are subtracted
from their earnings.

Comment -

Gladys Wamu invesments (outgrowers) has benefited from FPEAK training on
standards and grades.

Q. Dr. Kimani: Practicdity of forming farmers group companies?

A. Alex - Necessary to reduce in fighting. Suggests rotation of directors

Dr. Mbaya: Supports registration of a company to gain legal status

Gitu. - Support formation of lobby groups.

Paper 9 The Role of NGO’s in Development and Implementation of
Standards. Dr. John Huria Ndiritu

A large number of NGO'S in Kenya are involved in traning and extenson services in
conservation/ organc/ sustanable agriculture. Association for Better Land Husbandry
(ABLH) isthe only NGO that has developed standards.

The organization has developed conservation supreme sandards and a code of
practice that adlows a minimum gpplication of organic fertilizers and synthetic
pesticides.

ABLH has adopted organic standards for Kenya These organic standards being
aoplied in Kenya by ABLH in collaboration with soil has been ale to certify some
organic growers eg. Sulmac, Kenya Nut LTD, Meru Herbs. Organic producers are
targeted for the export market which is very high in Europe.

Besdes ABLH, a trust caled conservation trust of Kenya (CATOK) has been formed
specidly to promote organic certification and do certification in the country.

CATOK is a new body that requires a donor support before they can be sdf-
sugtaining after collecting certification fee from growers.

The government for production of export produce should promote promotion of
organic agriculture. The government should encourage the formation of loca
certification of companiesin the European union and other countries.

It should adso promote those certification companies in Europe and other importing
countries.

Smal holders should be encouraged to grow organic produce for export. The smal
holders should group themsdves so that they meet the dandards for organic
production.

GROUP DISCUSSIONS

Maor issues and recommendations

Dr. Virginia Kimani - The man issue that requires to be addressed is information
dissemination. There should be insstence on qudity information. It was suggested
that producers as wel as processors should form associations or commodity
commissons. There should be proper commodity maintenance on check off

Advocacy and lobby groups (which should be those required )

Expanded markets should be points of focus - diversfy from European market .
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There should be a lot of emphasis on training i.e. the training should target groups like
-Minigry of Agriculture extenson officars especidly in high potentid horticulturd
producing zones

HCDA personne -formd training a inditutions of higher learning like

univergties for undergraduate and post graduate levels.

-Proper post harvest technologies should be well trained on.

Q. Crag Harris: Can you idertify where the 45% loss in production of F &V occur ?
Comment. Dr. Kimani: There should be areview of the databases.

Accreditation Scheme

Presentation by Margaret Aleke

Didtinguished between certification and accreditation. For a firm to be accredited it
has to meet some minimum requirements .

Certification has been be very expensve especidly because personne has to be
invited from abroad . Mogt firms cannot afford it .

It is necessary to have KEBS accredited so it could accredit other bodies like FPEAK,
HCDA, etc. This could be crucid to act as a marketing tool for F/V especidly in the
E.U market .The capacity of various bodies should be strengthened e.g.

-KEBS has the capacity to tackle standards & grades but Requires to be improved.

-KARI -has capacity but requires re-direction.

-HCDA - has no capacity to tackle standards and grades . Needed to be built

-KEPHIS -has no capacity . Needed to be built.

Suggested capacity building on standards and grades at formd leve.

Q. Crag Harris :Does KEBS have enough capacity in terms of equipment ?

R. Margaret: Specidized equipment required.

Comments

Dr. Ndiritu: There should be introduction of short courses a the universty focusng
on standards and grades as the current training is very generd.

Mrs. Ngige-Emphasized the need for formd training .

Mercy: Suggested more research on training needs to develop the proper package .
Vincent: Suggested a more integrated gpproach to addressng problems in FU
indugtry in Kenya.
Alex: Exploit niche markets.

Mary Githinji: Supported collaboration between the different quality assurance
bodies like KEBS ,KEPHIS etc

Way Forward

i) Information dissemination a priority NCST coming up with a format for

information dissemingtion

ii) Collaborative approach between the various playersin the industry.

i) Forma and informd training a various leves for MOA,HCDA,KEBS AND
KEPHIS Farmer organizations, private consultants etc. This could be crucid in
building desired capecity.

iv) Workshop recommendations should reach higher Government levds a the
Minigters office. If possble the recommendations should be gazette and embraced
as polices Future forums should involve personnd from higher government
levels.
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V) Organizations of dternative and complimentary forums to emsure information
generated reached the target group especially producers, processors and exporters.

vi) Accreditation services criticdly required in Kenya to make certification esser and
chegper for Kenyan producersi.e. rationaization programs

vii) Research bodies should identify research areas priorities eg. Tegemeo. The 45%-
60% loss in horticultural crop production occurs & what stage of the production
chan.

viii) Man power Devedopment -Apat from in house training programs for people
dready in the industry (production and maintaning grades and standards),The
universties should initiste specific courses in this aea to produce more
specidized personnd.

iX) Regeneration of agriculturd policy with the am of renvigorating and redefining
the sector.

x) Development of national Codes of Practice. If possible, the codes should focus on
gpecific crops. There is need to define dandards for different sectors in
horticulture for: a)product

b)service
c)processing

-Indtitutiond  standards for brokers, society are required. There should aso standards

addressing ethica and environmenta issues. Standards and grades should be seen to:

a)Enhance efficiency and provide reference
b)Equity, wel being avalable to members of society for wholesome nutritious
food.
¢)Opportunities for empowerment and livelihood.
d)Fair access to opportunities that a nation should provide to nationas.
xi) Exploring aternative marketing channds with specia emphasis on sea transport.

Comments

Crag: There requires proper definition of dtandards and drengthening of inditutions
which re playersin standards and grades.

Mercy: Tegemeo is ready to collaborate with other players in Standards and Grades
in FU. The Workshop ddiberations should reach high Government officers to
fecilitate recommended implementation. The recommendations should not be shelved
like other reports.

Dr. Ndiritu: The Univergty of Narobi is open to interested parties who could offer
short courses on standards and grades. This could be crucid to deveop the right
gtandards and grades and maintain them.

Dr Mbaya Emphasized the need for a collaborative gpproach as wel as a more active
role by the private sector.



